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“..and your check 
is an important 
part of your public 
relations program’ 


Whenever Public Relations are 
discussed at Conventions, authorities 
invariably stress the value of checks 
as “Ambassadors of Good Will” — 
because they are constantly passing 
through the hands of your customers 
and are frequently seen by those 
whose business you seek. » » » » How 
important, then, to have your checks 


attractively designed on safety paper 
which will reflect the prestige and 
standing of your institution. » » » » 
La Monte Safety Papers are distinctive 
in appearance, present an excellent 
writing surface and are widely ac- 
cepted as “the standard of protection” 
for checks and other banking forms. 


From coast to coast, La Monte Safety Papers are the choice of outstanding 
business institutions, including more than 75% of the nation’s largest banks. 
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It°s made Especially tor You 
Do YOU GET IT? 




















If not you will find a subscription to the 
Chicago Journal of Commerce will bring you 
more information every business morning than 
many other business services combined. 

On your desk the Chicago Journal of 
Commerce is a convenient accurate record of 
security, grain and commodity prices, as well 
as a report of general conditions in industry 
and finance. Washington news is complete, 
unbiased, and up-to-the-minute. 

The Chicago Journal of Commerce is con- 
cise and specialized—it avoids massive general- 
ities—saves your time—gives you business facts 


you need in the most usable form. 


A short term trial subscription will convince 


you. Order it today. 


Sournal of Commerce 


— AND LASALLE STREET JOURNAL — 





Chicago 


12 East Grand Avenue Chicago 
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September, 1939 


These are troublous times. The giant Gulliver we 
know as the American Public is restless . . . ready 
to listen to the Utopian theories of dangerous 
Lilliputian minorities. And Banking is a favorite 
target. 


Banking needs to tell the human story of the Amer- 
ican System . . . needs to make, not merely custom- 
ers, but loyal, aggressive friends. 


A vital factor in this War of Truth is the Financial 
Advertisers Association . . . a group of over 500 of 
the leading advertising and public relations men in 
the American banking field. Through this non-profit 
organization, these men freely exchange experience, 
practical thoughts and ideas found successful in their 
daily jobs of solving the vital problems of customer- 
bank relationship. This wealth of information is 
available to every member in the form of portfolios, 


leaflets and the F.A.A. Bulletin. 


The cost of F.A.A. membership is moderate. Why 
not write today for full particulars? 


F.A.4. CONFERENCE. TORONTO, CANADA 
SEPTEMBER 11-14, 1939 


Don’t miss this opportunity. You'll be one of a working 
group of serious-minded bank advertising men whose sole 
purpose will be to get something worth while from their 
fellows in the field of bank public relations and new adver- 
tising technique. Afternoon sessions behind closed doors to 
promote free discussion. You'll be well rewarded. 


FINANCIAL ADVERTISERS ASSOCIATION 


PRESTON E. REED, Executive Vice-President 231 South La Salle Street, Chicago, Illino® 


A NON-PROFIT ORGANIZATION FOR THE BETTERMENT OF ADVERTISING 
PUBLICITY » » >» NEW BUSINESS METHODS » » >» PUBLIC RELATION 
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A BANK WITHIN A BANK 


for Correspondents’ Foreign Business 


S° NUMEROUS and so varied are the activities 


of the Chase Foreign department that it might 
be called a bank within a bank. 


Here foreign exchange transactions run into 
millions of dollars each day. More than twenty-five 
integrated divisions are maintained to handle—speedily 
and with accuracy—the financing of import and export 
shipments...the issuance of letters of credit... the 
checking and preparation of shipping documents... 
the presentation of drafts for payment... and the 
collection of foreign bound bills... 

The extensive facilities of this “bank within a 
bank” often help correspondents to fulfil their own 
customers’ overseas banking requirements quickly, 
efficiently and at minimum cost. 


The Chase banking system maintains its own organization in those 
centers of trade and travel indicated on the above map. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Correspondent Banking Aids Local Business - : 


Here in summary form, is a brief description of the principal services the 
correspondent bank can render the country bank in behalf of its custom- 
ers and for its own account. Their continued use and development make 
for closer personal relationship between city and country bank, improved 
customer relations, and a more closely co-ordinated banking system. 


ANY pages are being written 
M these days about the subject 
of customer relations in 
banking. The usual concept of good 
customer relations is to cultivate an 
intimate and close acquaintance 
with depositors, concentrate on the 
rendering of good service, promote 
the wider use of services, and in 
general, build business. Normally, 
one would conclude that the sole 
parties to this endeavor would be 
the bank on one side, and the cus- 
tomer on the other; but the more we 
reflect on this subject, the more we 
realize that the bank cannot carry 
on the undertaking 
by itself. It needs 
the help of a third 
element, namely, the 
banking system as a 
whole. By banking 
system, I mean all 
the national and state 
banks which make up 
the network of the 
banking structure of 
this country. 
In former days, 
before the present 
era of fast transpor- 
tation and quick 
communication, 
whole communities 
and territories could, 
to all intents and 
Purposes, be isolated 
unto themselves. In 
this day, however, 
there is an almost 
complete mutual de- 


By ALFRED T. WILSON 


Vice President, National Bank of Detroit, 
Detroit, Mich. 


pendency and community of interest 
in our social, political, and economic 
structure. This tendency is also re- 
flected in our entire banking system. 
Instead of being independent in our 
operations, we are constantly be- 
coming more interdependent. This 
trend is making the banking system 
an increasingly important factor in 
the customer relations function of 


BUSINESS 
— 


the individual bank. 

The question naturally arises as to 
the most logical ways and means by 
which the individual bank can adapt 
the banking system to its use. This 
cannot be done through random 
contact with any and all banks, as 
the occasion arises, but only through 
the medium of the development of 
active personal contact with a corre-_ 
spondent bank or banks. 

The prime essential of good cus- 
tomer relations is that a very close 


personal relationship must exist be- 


tween bank and customer. Carrying 
this a step farther, if the banking 
system is a necessary 
element in the cus- 
tomer relations oper- 
ations of the individ- 
ual bank, and if the 
correspondent bank 
is the medium be- 
tween the two, it 
naturally follows that 
if a good job is to be 
done, there must be 
that same close per- 
sonal relationship and 
mutual understand- 
ing between the cor- 
respondent bank and 
the individual bank. 
Too much time and 
effort cannot be ex- 
pended by the corre- 
spondent bank or the 
individual bank in 
attainment of this 
objective. 
With 


this prime 





essential of close personal relation- 
ship as a basis, there are many ways 
in which an individual bank may 
secure services from a correspond- 
ent bank. Some of these services 
are: 


1. Transit Service 


Perhaps the most well-known 
service is the collection of transit 
items. Much has been said on this 
subject, but in the development of 
good customer relations, too much 
stress cannot be placed on the im- 
portance of quick and expeditious 
collection of transit items, and, 
equally important, the quickest 
determination of the goodness of 
items. In addition, it is important 
that the personal element be in- 
jected into good transit service. A 
bit of extra scrutiny and care often 
brings about the detection of infor- 
mation of immediate value to the 
individual bank. 


2. Collections 


Correspondent banks can be of 
great value in the collection of 
straight drafts, bill of lading items, 
drafts with documents attached, 
notes, and other bills of change. The 
old idea of handling collections in 
a routine stereotyped way is a thing 
of the past. The efficient collection 
of items requires personalized serv- 
ice with particular attention to in- 
structions of the customer bank, the 
routing of items so that they are col- 
lected in the earliest possible time 
and at a minimum cost, proper fol- 
low-up in case of delayed payment, 
and of great importance, the keep- 
ing of the customer bank informed 
as to the status of the collection. A 
great service can also be rendered 
in the opposite direction. The corre- 
spondent bank can reciprocate by 
directing collections to the customer 
bank. 


3. Securities Transactions 


During the past few years, the use 
of this service has grown more than 
almost any other. It involves the 
collection of coupons, drafts with 
securities attached, purchase or sale 
of securities as agent, transfers, ex- 
changes, redemptions, and clearance 
of transactions for the customer 
bank’s own account. This is a highly 
specialized service and is continu- 
ously increasing in importance as a 
service to customer banks. 


4. Credit and Investment 
Information 


While there is very little demand 
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for bank credit, the activity in the 
exchange of credit information is as 
great as ever. If the correspondent 
bank does not have the complete 
information in its own file, it 
usually can be obtained by it 
through other sources. 

Customer banks often have occa- 
sion to inquire regarding facts and 
characteristics of investments, either 


Seven Correspondent 
Services 


l. Transit service 
2. Collections 
3. Securities transactions 


4. Credit and investment infor- 
mation 


5. Source of contact 
6. Participation loans 


7. Operating procedure and 
policy 


for themselves or for their deposi- 
tors. The correspondent bank can 
be of great aid in furnishing data. 


5. Source of Contact 


Instances often arise wherein a 
bank or a customer of a bank may 
desire to make a contact in another 
city or state. The correspondent can 
act as liaison to aid in the contact. 


6. Participation Loans 


On loans in amount beyond the 
prescribed legal limit, the customer 
bank can still serve its customer by 
having an outlet for the excess 
through the correspondent. A point 
of value in such an arrangement is 
the fact that the customer bank has 
a double-check on the loan through 
the investigation made by the credit 
department of the correspondent. 


7. Operating Procedure and Policy 


While there may be no similarity 
in size between the correspondent 
bank and the customer bank, never- 
theless their operating policies and 
routine normally are very much 
alike. One of the services of greatest 
value to the customer bank is the 
opportunity to visit the office of the 
correspondent bank and study its 
internal operating procedure, cost 
and accounting systems, customer 
relations development, personnel 
training, or any other subject. By 
necessity, the correspondent bank 


banks to determine ways to simplify 
must specialize in every phase of its 
operations. It does considerable re. 
search through the study of other 
operations, increase efficiency, and 
reduce expense. It is true that occa. 
sionally, an original idea is con- 
ceived, but by far the preponder- 
ance are the adaptation of another 
man’s thought. In turn, these 
thoughts and developments might 
as well be passed along as far as 
possible and no one is more entitled 
to the benefit than the customer 
bank. 

Another point of inestimable 
value is the opportunity to confer 
with the administrative executives 
of the correspondent bank regard- 
ing operating policy. The establish- 
ment of policy is the most sacred 
undertaking the banker has and in 
order to keep it in proper balance it 
is necessary to know what the other 
banks are doing. 


New York Visitors May See 
Miniature Stock Exchange 
Operate 


An exhibit of the New York Stock 
Exchange, in miniature, has been 
prepared for the guests who visit 
the stock exchange building while 
in New York. 


The exhibit room is adjacent to 
the visitors’ gallery, and includes an 
electrically illuminated and oper- 
ated chart which depicts the vari- 
ous steps followed in the meeting, 
on the exchange floor, of buy and 
sell orders, which originate in dif- 
ferent sections of the country. 

A miniature working reproduc- 
tion of a section of the trading 
floor, which any visitor can operate, 
is featured. The visitor sees a ticker 
sending station, which illustrates 
how reports of transactions are re- 
ceived from the floor, and instantly 
given nation-wide publicity. 

In addition, there is a series of 
informative photo murals. One 
illustrates how the stock exchange 
facilitates the flow of capital into 
industry. 

The exchange was organized i 
1792, and the visitor is shown the 
method of operation at that time. 

Visitors are shown this exhibit by 
12 specially selected pages, wh0 
have served on the floor of the ex- 
change, and had a special training 
course for this special work. 

The daily average of visitors is 
from seven to eight hundred. 
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Come To Seattle - 


A. B. A. President Announces Convention Program” 


Increasingly, year by year, the principles of business are being applied 
to this profession of banking. The American Bankers Association is 
making the same practical approach in developing its convention pro- 
grams. For that reason (in addition to numerous others) the Seattle 
meeting should be a “‘must”’ on every progressive banker’s calendar. 


HE 65th Annual Convention of 
T The American Bankers Associa- 

tion which will be held at 
Seattle, Washington September 25th 
to 28th, 1939, will attract bankers 
from every part of the United 
States. Banks of all types and of all 
sizes will be represented. 

The meeting place is in an un- 
usually attractive city. Local com- 
mittees, headed by the General 
Chairman, Andrew Price, President 
of the National Bank of Commerce 
of Seattle, have arranged an attrac- 
tive program of entertainment, the 
principal feature of which will be 
an all day trip to the interesting 
City of Victoria on the Island of 
Vancouver on Tuesday, September 
26th. Members of the convention 
will be the guests of the Seattle 


By PHILIP A. BENSON 


President, American Bankers Association 


banks, on this cruise up the coast of 
Canada. Two fine Canadian Pacific 
Steamships have been chartered to 
accommodate the bankers and their 
families. 

Many bankers will visit places of 
interest on the trip to and from the 
convention. There are tours espe- 
cially arranged by the railroads and 
by the American Express Company. 

The importance of the convention 
as a meeting for bankers cannot be 
over-emphasized, for matters of 
vital interest to them will be dis- 
cussed by outstanding speakers. 


The program will include Preston 
Delano, comptroller of the currency, 
R. E. Gormley, superintendent of 
banks for Georgia, and Fred I. Kent, 
director, Bankers Trust Company, 
New York City. 

Comptroller Delano and Dr. H. H. 
Preston, dean of the School of Eco- 
nomics and Business at the Univer- 
city of Washington, will speak at the 
meeting of the National Bank Divi- 
sion of the Association. 

Superintendent Gormley’ and 
Wood Netherland, vice president of 
the Mercantile-Commerce Bank and 
Trust Company, St. Louis, will 
speak at the meeting of the State 
Bank Division. 

Mr. Kent will report at the Sav- 
ings Division session on the meet- 
ing of the International Chamber 


A portion of the central business section of Seattle, where the nation’s bankers will gather to study old problems 
and learn new methods. Shown at the left is part of Seattle’s famous waterfront, from which ply fishing fleets, as 
well as steamers in coastwise trade and ocean liners and freighters to Hawaii and ports of the Orient. 
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RoBerT M. HANES 


Puiuie A. BENSON 


of Commerce at Copenhagen, at 
which he is chairman of the A.B.A. 
delegation. P. R. Williams, presi- 
dent of the division, will speak at 
its meeting on potential competition 
with banks in the savings business 
under proposed federal legislation. 
Ten well known bankers and one 
state and one federal government 
official have accepted invitations 
to lead discussions at four round 
table conferences during the con- 
vention. The round table discus- 
sions, which are a new feature of 
A.B.A. convention programs, will 
be conducted on four general topics. 
These are “Investments and Mort- 
gages,” “Personnel and Operating 
Problems,” “Control of Internal 
Operations and Earnings,” and 
“Additional Bank Services.” 


At the investments and mort- 
gages conference O. P. Decker, vice 
president of the American National 
Bank and Trust Company, Chicago, 
will speak on “Investment Prob- 
lems Confronting Trust and Sav- 
ings Departments’; Edward A. 
Wayne, chief bank examiner of 
South Carolina, will discuss “A 
Basis for Analysis of Municipal 
Securities for Bank Investment”; 
and Stewart McDonald, adminis- 
trator of the Federal Housing Ad- 
ministration, will speak on “Modern 
Mortgage Standards.” Raymond R. 
Frazier, chairman of the board of 
the Washington Mutual Savings 
Bank, Seattle, will preside. 

Ray A. Ilg, vice pres‘dent of the 
National Shawmut Bank, Boston, 
Massachusetts, will lead the discus- 
sion, “Selecting and Developing 
Personnel,” at a round table con- 
ference on “Personnel and Operat- 
ing Problems”; J. J. Gard, cashier 
of the United States National Bank, 
Portland, Oregon, will discuss 
“Work Simplification and Organiza- 
tion for Efficient Operation”; and 
Claude L. Stout, executive vice 
president and cashier of the Poudre 
Valley National Bank, Fort Collins, 
Colorado, will discuss ‘Account 
Analysis as a Guide to Charges.” 
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ASSOCIATION 
LEADERS 


These men—and others such 
as they, who carry the load of 
administrative and operative de- 
tail for your Association, will 
welcome you in Seattle on the 

25th of this month. 


Edwin V. Krick, vice president of 
the American Trust Company, San 
Francisco, will preside. 

Three topics will be discussed at 
the round table on “Control of In- 
ternal Operations and Earnings.” 
They are “Expense Control for Bet- 
ter Earnings,” to be led by J. L. 
Dart, vice president, Florida Na- 
tional Bank, Jacksonville, Florida; 
“Assignment of Life Insurance 
Policies as Collateral Security,” led 
by Robert C. Tait, assistant trust 
officer, Genesee Valley Trust Com- 
pany, Rochester, N. Y.; “Loss Pre- 
vention First-Indemnity Always,” 
led by Kenneth C. Bell, Chase Na- 
tional Bank. W. Laird Dean, presi- 
dent of the Merchants National 
Bank, Topeka, Kansas, will preside. 

Service to the public will feature 
the round table conference on “Ad- 
ditional Bank Services.” Bert H. 
White, vice president of the Liberty 
Bank, Buffalo, N. Y., will speak on 
“Industrial Research as an Aid to 
Bank Customers”; Herbert V. 
Prochnow, assistant vice president, 
First National Bank, Chicago, will 
discuss “Recent Credit Facilities for 
Business”; and W. B. Harrison, 
president of the Union National 
Bank, Wichita, Kansas, will discuss 
“Meeting the Public Need for Per- 
sonal Credit.” Clarence L. Robey, 


The Front Cover 


“Seattle in September” offers you 
more than concentrated study, 
new business ideas, and valu- 
able business contacts. The city 
lies in a corner of the nation 
rich in an infinite variety of 
Great Outdoors. Majestic moun- 
tains, verdant forests, and the 
vast Pacific all offer you relax- 
ation in the recreation of your 
choosing. 

The view on our cover is Mt. 
Baker, which rears its snowy 
head 10,827 feet, a few hours 
drive north of Seattle. 


P. D. Houston Dr. HAROLD STONIER 


president of the Purcellville Na- 
tional Bank, Purcellville, Va., will 
preside. 

A public relations clinic will be 
held on the evening of September 
27. At this session Harry B. Smith, 
president of the American Institute 
of Banking, will speak on “The 
Front Line—A Goodwill Focal 
Point.” S. N. Pickard will discuss 
“Our Experience with Public Meet- 
ings.” Seattle Chapter of the Amer- 
icen Institute of Banking will pre- 
sent a customer relations skit and 
W. R. Kuhns, editor of Banking, | 
will show a motion picture, ‘Money 
at Work.” 

The program for the general ses- 
sions of the convention was an- 
nounced by President Benson a 
month ago. Pat Harrison, U. S. § 
Senator from Mississippi, will ad- 
dress the first session on ‘Federal 
Fiscal Policies.” H. Donald Camp- 
bell, president of the Chase Na- 
tional Bank, will speak at the same 
session on “The Future of the Met- 
ropolitan Bank.” 

E. L. Pearce, executive vice presi- 
dent of the Union National Bank, 
Marquette, Michigan, will address 
the second general session on “The 
Future of the Country Bank,” and 
Dr. Bruce R. Baxter, president of 
Willamette University at Salem, 
Oregon, will deliver an address at 
the same session on “Courage for 
Tomorrow.” 

The principal entertainment fea- 
ture of the convention will be a 
boat trip to Victoria, British Colum- 
bia. ne 


Selected Books On Business 


Published by the University of Ne- 
braska, Lincoln, Neb., price 50 cents. 

This is a list of books selected 
for businessmen by 22 members of 
the faculty of the College of Busi- 
ness Administration of the Univer- 
sity of Nebraska. 

The books are listed by subject. 
The price is given, and a very brief 
explanation as to the content of 
each book listed. 


BANKERS MONTHLY 









-R 








vill 












































































































































































































































| Ne- 
ents. 
acted 
rs of 
3 usi- 
iver- 









































oject. 
brief 
it of 























Automobile Financing Analyzed 


This is the first part of a most comprehensive analysis of the financ- 


ing of automobile purchases which was made for his own bank direc- 
tors by the author in order that they might decide whether the First 


NTIL comparatively recent 
U times, commercial banks de- 

rived sufficient income from 
their loans and investments to pay 
expenses and a fair return to their 
shareholders. As commercial loans 
declined (due to changes in financ- 
ing industry and business, to more 
rapid distribution of goods, govern- 
ment competition, and other causes) 
service charges were introduced and 
proved to be an important source 
of income. With few exceptions, 
commercial banks were very reluc- 
tant to enter the field of consumer 
credit. During the past few years, 
however, many of them have been 
obliged to accept this business to 
build up declining earnings. Their 
experience with such loans, espe- 
cially automobile paper, has been 
almost invariably excellent, accord- 
ing to numerous reports. 


In order to have a clearer under- 
standing of the problem confronting 
commercial bankers with regard to 
the need for increased earning as- 
sets, it is helpful to note the shift in 
loans and investments. Only 10 
years ago, bonds held by all United 
States banks aggregated approxi- 
mately 1914 billion dollars and loans 
were nearly 39 billion dol!ars, or 
more than double the bonds. In the 
brief period since 1929, the bond 
account increased by almost 50%, 
while loans and discounts dropped 
over 40%. Needless to say, this sub- 
stantial and sudden change seriously 
affected income. 


During this time, personal loan 
companies, automobile finance com- 
panies, credit unions, and other con- 
sumer credit organizations grew and 
prospered. Unfortunately, banks 
generally, did not supply the new 
demand for increased consumer 
credit, and large numbers of these 
other lenders built up an extensive 
following. The outstanding experi- 
ence of automobile finance com- 
panies during the past 20 years is 
the subject I have selected to sub- 
Stantiate the view that conservative 
automobile loans and finance com- 
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of Rochester should offer this type of service to its customers. 


By R. A. BEZOIER 


Cashier, First National Bank, 
Rochester, Minnesota 


pany paper rank high as secure and 
desirable bank investments. The 
growing interest being shown is 
evidenced by the fact that a few 
months ago, the Association of Re- 
serve City Bankers authorized the 
National Bureau of Economic Re- 
search to undertake a _ thorough 
study of installment financing, for 
the purpose of determining its effect 
on banking, credit policies, and 
business activity in general. My 
study of automobile financing is 
largely confined to a discussion of 
its development, practices, and out- 
standing success—with the thought 





The Case For 
Installment Financing 


1. Demand may more accu- 
rately be considered as the 
financial ability to purchase, 
rather than the capacity to con- 
sume. 


2. Compulsory, systematic sav- 
ing by means of the deferred 
payment plan is instrumental in 
placing in the hands of millions, 
necessities and luxuries which 
they might otherwise never have. 


3. Often, money used for 
monthly payments would have 
been frittered away with noth- 
ing to show for it. 


4. The relatively high Ameri- 
can standard of living is due to 
mass ability to buy. 


5. More than half the automo- 
biles are sold on the installment 
plan; as are over 75% of the 
refrigerators, radios, washing 
machines, vacuum cleaners, and 
heaters. 


in mind that banks should be more 
aggressive in developing this type 
of business on a sound and profitable 
basis. : 

The installment plan is a very 
old practice, adopted centuries ago 
in public finance. Later, it became 
an important method of financing 
the sale of land. More recently, 
pianos, sewing machines, and books 
have been sold in large quantities 
on contracts calling for deferred 
payments. It was about 1915 when 
the installment plan became an 
important method of financing sales 
of automobiles. The cost of a car 
represented a substantial portion 
of the average family’s income and 
resources, and as demand increased, 
it was necessary to offer a partial 
payment plan in order to develop 
volume. 

At first, it was looked upon un- 
favorably, but soon consumer 
financing was regarded as a means 
of saving to permit immediate pos- 
session and use of durable goods. It 
is important to note that usually 
the commodity financed is a benefit 
to the family as a whole, such as a 
refrigerator, a set of books, furni- 
ture, a musical instrument, or an 
automobile. This is responsible, to a 
great extent, for the success of this 
type of financing. 

Critics of consumer credit usually 
ignore the fact that, for many 
years, banks have extended credit 
which has been used to carry re- 
ceivables and it is probable that the 
charge account method is as sub- 
ject to abuse as the installment 
method, some authorities denounc- 
ing the former because it lacks a 
definite payment plan. Although it 
is traditional that bank loans 
should be for “productive” or “com- 
mercial purposes,” all banks indi- 
rectly finance the consumer. In 
fact, in a sense, installment credit 
actually is production credit since 
its availability increases demand. 

Economists make the statement 
that lack of adequate purchasing 
power, rather than weaknesses in 
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ANALYSIS OF CONTRACTS HELD AS COLLATERAL 


Or total amount of paper owned by finance company, if figure is available 








AUTOMOBILES: 
(for analyzing volume or outstandings) 


No. of 
Contracts 


1938 % Averaged* 
UOut- 





% o' 
Amount Total Volume 





New cars retail % of total retail........... 
Used cars retail % of total retail 

1939 cars retail of total retail.......... 
1938 cars retail of total retail........ 
1937 cars retail of total retail....... 
1936 cars retdil of total retail 

1935 cars retail G of total retail........... 
1934 cars retail % of total retail....... 
Prior cars retail % of total retail... .. 
Wholesale % of total receivables. . 








TERMS: (outstandings analysis) 
Retail installments due within 6 mos 
Retail installments due within 12 mos. 
Retail installments due after 12 mos. : 
(volume analysis—original terms) 
New car paper maturing after 18 mos 
Used car paper maturing after 12 mos 


DOWN PAYMENT: (volume analysis) 
New car paper,—less than  D.P. 
Used car paper,—less than 4% D.P... 


DELINQUENCY: (outstandings analysis) 
Installments past due over 30 days... 
Installments past due over 60 days 
Balances past due over 60 days 











standings 


50.0 
50.0 


40.0 
60.0 


| 
| 
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| 60.0 
| 90.0 
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*Based upon statistics compiled by The First National Bank and the Continental Illinois National Bank & 


Trust Company of Chicago 


production and distribution, is re- 
sponsible for some of our serious 
problems. In this connection, de- 
mand may more accurately be con- 
sidered as the financial ability to 
purchase, rather than capacity to 
consume. The point is obvious,— 
“compulsory or systematic saving 
by means of the deferred payment 
plan is instrumental in placing in 
the hands of millions, necessities 
and luxuries they might otherwise 
never have. 


Often, money used for monthly 
payments would have been frittered 
away with nothing to show for it, 
while the gradual growth of con- 
sumer credit in volume and re- 
spectability has actually benefited 
millions—producers as well as con- 
sumers. The relatively high Amer- 
ican standard of living is due in 
part to mass production, which, in 
turn, is due to mass ability to buy. 
Conservative consumer. credit 
brings mass production and mass 
buying together—with the result 
that production costs are reduced 
by the increasing volume and the 
consumer is then benefited by lower 
prices, the automobile being a no- 
table example. More than half of 
all automobiles sold in the United 
States are sold on the installment 
plan; and over three-fourths of the 
refrigerators, radios, washing ma- 
chines, vacuum cleaners, and heat- 
ers are sold on time payments. 

Consumer credit, in the form of 
the installment contract, has de- 
veloped rapidly during the past 20 
years. There is no doubt that its 
effects in many instances have been 
undesirable, even disastrous, but it 
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should not be condemned merely 
because a relatively few have be- 
come seriously involved in debt. 
This might have happened regard- 
less of the convenience of install- 
ment buying. 

Uncontrolled installment buying 
may have unfavorable  conse- 
quences, but also extravagance by 
the open account method or im- 
prudence in any other form of debt 
results in trouble. Sensible buying 
on the basis of conservative credit 
is one thing while a foolish pur- 
chase on a “shoestring” is another. 

Installment credit has taught 
many people to introduce some 
sort of budget into their personal 
financial affairs. The regularity of 
the plan has proved to be a benefit 
to many who would otherwise give 
little consideration to future income 
and expense. The purchase of an 
automobile on time payments en- 
ables a person to enjoy present use 
with future payment and full pay- 
ment is usually made long before 
utility is exhausted, which means 
that actually, ownership is often 
paid for years in advance. Regu- 
larity in making payments is a 
disciplining influence and stimu- 
lates the desire to acquire and save. 
The wide acceptance of this type of 
credit has not interferred with sav- 
ings bank deposits to the extent of 
preventing an increase. This situa- 
tion is discouraging to opponents 
of consumer credit in any form. 


United States Department of 
Commerce statistics show that re- 
tail business done in the United 
States in 1937 amounted to approxi. 
mately forty-one billion dollars, 
12.2% of which was represented by 
installment sales. Nearly double 
this percentage consisted of open 
account business, and the remain- 
der was cash business. It is impor- 
tant to note that the proportion of 
installment credit is_ relatively 
small. Moreover, since 1935 the in- 
crease in installment credit has been 
only 1.3%,—from 10.9% to 12.2% 
which does not support claims of 
critics who view with doubt and 
alarm the benefits and growth of 
consumer credit. 


According to government reports, 
the automotive group does an aver- 
age of 1.5% of the retail business of 
the country, one-third of which is 
on credit, chiefly on the installment 
plan. As the automotive industry is 
one of the country’s largest, re- 
quiring enormous amounts of credit, 
both wholesale and retail, it is espe. 
cially apppropriate in the study of 
consumer credit to follow the de- 
velopment of automobile financing. 

During the early years of the 
automobile industry, it was impos- 
siblt to develop large volume be- 
cause manufacturers were unable 
or unwilling to finance dealers, and 
retailers were likewise unable or 
unwilling to finance purchasers. As 
the desire for ownership became 
more widespread, the demand for 
credit facilities came from all along 
the line—the manufacturer, dis- 
tributor, dealer, and consumer. 

Until recently, banks were not 
only indifferent but poorly adapted 
to provide consumer financing in 
large quantities. This has brought 
about the origin and development 
of quasi-banking institutions. After 
1915, finance companies were or- 
ganized in large numbers, there 
being several hundred in operation 
within a few years. They were 
geared to lend small amounts with 
small periodical payments involv- 
ing great detail and routine in han- 
dling as well as investigation and 
collection expenses, all of which 
appeared very unattractive to mst 
banks. 

In addition to the “Big Three” 
operating on a nation-wide scale, 
and doing a majority of the busi- 
ness, there are now over 500 re- 


The rest of this comprehensive analysis will be published in future issues. 
Mr. Bezoier has a few mimeographed copies of the complete report which he 
will be glad to furnish at cost—50 cents per copy to those who do not 


to wait for the remaining articles. 
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gional and local automobile finance 
companies. A total of 456 com- 
panies, doing over 95% of the busi- 
ness, report monthly to the United 
States Department of Commerce, 
and the resulting statistics are most 
convincing as to the size and im- 
portance of this comparatively new 
billion dollar business. 


Finance Company Operations And 
Analysis 


As finance companies were organ- 
ized, it was necessary for them to 
borrow large sums from banks, 
since their own capital was far too 
inadequate. Between 1915 to 1920, 
banks were not overly enthusiastic 
about granting large lines of credit 
to this comparatively new type of 
business. Therefore, it was to be 
expected that their demands for 
detailed information were not only 
insistent but frequent. As a result, 
there are now no other lines of 
business in which bankers ask, as 
a matter of course, for such a vol- 
ume of details regarding assets, 
liabilities, and operations. However, 
this is not at all unreasonable for 
the banks’ “investment” in finance 
companies is twice as great as the 
owner’s, on the average. 


Automobile finance company 
statements are subject to practi- 
cally the same principles of analysis 
as any other statement, as far as 
fundamentals are concerned. How- 
ever, since the business is of a very 
specialized nature, it is more intel- 
ligible to calculate appropriate 
ratios to compare with certain 
standards which pertain exclusively 
to the automobile finance business. 


As a basis for comparison, I have 
compiled the analysis form repro- 
duced here. By using this, it is 
possible to make percentage com- 
parisons with standard statistics as 
well as with statements for preced- 
ing periods. The asset, liability and 
operating ratios cover the principal 
items appearing on the average 
finance company statement, and 
serve as a sound basis for determin- 
ing the quality of the credit pro- 
vided that one step more—and a 
very important one—is taken; that 
is, an analysis of the receivables, 
or at least that portion of the receiv- 
ables offered or held as collateral. 
Since the receivables usually rep- 
resent 75% to 85% of total assets, 
it is apparent that this asset de- 
serves the most detailed discussion. 
Further comments regarding the 


analysis form are given a little 
later on. 
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FINANCE COMPANY ANALYSIS FORM 


To be used in studying the statement of any given company 


Finance 


*ASSET AND LIABILITY 
RATIOS 


Cash to Debt 

Cash to Assets.............. 

Debt to Assets............ : 

Debt to Working Capital 

CN MIS 5 6. 0<casuemindne see's 

Deferred Income to Retail Paper 

Dealer Reserve to Retail Paper. .... 

Reserve for Losses to Retail Paper 

Repossessions to Net Worth..... 

Repossessions to Assets. ..... 

Net Worth to Assets.... 

Net Worth to Debt 

Cash, Retail, & Whse. Due in 6 mos. to Debt. 

Cash, Retail, & Whse. Due in 12 mos. to Debt. 

Number of Months’ Collections Required to 
Pay Debt Net of Cash & Whse. Paper 





OPERATING RATIOS 


Borrowing Cost to Gross Income 
*Total Expense to Gross Income 
Net Profit to Gross Income 

Net Profit to Net Worth... 

Net Profit to Volume 

Loss to Liquidated Retail 
Volume to Debt 

Volume to Receivables... . 
Volume to Net Worth 





12-31-37 
Robert 
Morris 

% 


6-30-38 
F.N.B. 
Chicago 


- 


o S882 wwn0- 8855 


So SoeoNOwoOONSSOO 
% 


—— 


BS 


=3 
Soom wmoooS 


ar 


usually under 1% 
325.0 ee: 


@ 
i) 


Now 
& 


250.0 


246.0 
B 672.0 


In making comparisons of asset percentages do not deduct ‘‘deferred income and reserves’ from asset items. 


* Includes charge offs and income taxes 


Retail Receivables 


The receivables held by an auto- 
mobile finance company consist 
chiefly of retail contracts on new 
and used cars. A bank purchasing 
the notes of any of the large national 
finance companies relies also upon 
the large capital, efficient organiza- 
tion, and outstanding record, with- 
out requiring the pledge of specific 
security. Experience has proved this 
method reliable, but in the case of 
most companies with small capital 
and limited organization, the lender 
should require collateral and state- 
ments, both of which should be 
analyzed at frequent intervals. The 
national companies take paper with 
recourse while most independent 
companies accept contracts with- 
out recourse, an important distinc- 
tion in comparing the two types. 


Terms 


In this discussion of automobile 
paper, it is possible to touch only on 
the fundamentals of policy and 
practice, which vary considerably, 
although there are certain prin- 
ciples which are adhered to gen- 
erally. During 1936 and 1937 there 
was a universal relaxing of require- 
ments covering terms and down 
payment with the inevitable result 
—=increased repossess:ons and higher 
losses. Finally, the “big three” and 
the two national trade associations, 
embracing nearly all automobile 
finance companies, were successful 
in influencing the general trend and, 
of late, it is apparent that there is 
an improvement in these two vital 


factors. Competition in terms is 
likely to be troublesome to all— 
dealer, lender, and purchaser. 


Some dealers have made a prac- 
tice of selling terms rather than 
automobiles and eventually suffered 
losses and ill will. Furthermore, 
terms, that make sales of new cars 
very easy, seriously affect the used 
car market as the potential used 
car buyer is enabled to buy a new 
car without any greater initial out- 
lay but with many more months to 
pay. 

A few years ago, the standard 
term was 12 monthly installments, 
or periodical payments if the pur- 
chaser was a farmer. The bars 
were let down until an 18- to 24- 
month period was generally accepted 
as necessary to meet competition. 
Of course, this resulted in smaller 
monthly payments and the result 
was directly noticeable in the in- 
creasing repossessions, until finally, 
dealers and finance companies real- 
ized that extended terms would not 
only affect their credit standing but 
might absorb their profits. There 
are irregular terms which are per- 
fectly satisfactory providing other 
important factors are favorable, 
but, as a general rule, balloon notes 
and long terms are likely to be re- 
sponsible for collection difficulties 
and losses. 


Experience has proved that 18 
months on new cars and on one- 
to-two-year-previous models, and 
12 months on other models, are 
conservative terms which result in 
few repossessions and losses if the 


(Continued on page 552) 
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Our Customers Bring Us New Loans 


This banker finds that it is possible to encourage reciprocity among 
local business men. The banker tries to help them and they help him. 


UR customers bring us new 
O loans. The loans are created 

when they are selling their 
products to farmers. 


For some strange reason, there 
are many farmers who are more 
ready to give a note to a local 
dealer than they are to come to the 
bank and borrow the money. Pos- 
sibly that should not be called so 
strange after all. When the dealer 
is making the sale, it is much more 
convenient for the farmer to sign 
a note without taking the time to 
come to the bank and make the 
arrangements. 

However, this gives us an oppor- 
tunity to gradually train our local 
farmers to borrow from the bank 


By W. E. MORRIS 


Vice President and Cashier, The Marshall 
State Bank, Marshall, Illinois 


whenever they need _ additional 
funds for temporary use. That is 
the chief reason why we do every- 
thing we can to encourage local 
business men to find new loans for 
the Marshall State Bank. 


One of the most active of the 
local businessmen in getting loans 
for us, is a man by the name of Wil- 
liam Anderson. Among other things, 
he sells commercial feeds to those 
farmers who need supplements to 
increase the growth of the livestock 
they are feeding. He is an active 


Certainly no finer example of mutual co-operation, with mutual benefit, 
could be found than in the picture of a community-minded banker working 
closely with the local businessmen. The more he helps them develop their 
business, the more they are able to create additional business for him. 


dealer, and visits many farmers 
every week, and when he sells a 
quantity of feed—very often a sea- 
son’s supply—he is prepared to give 
the farmer a quick decision as to 
whether he can take his note or 
not. 

The reason for this is that he and 
I talk over the prospects he has be- 
fore he makes the sale. In that 
way, it gives the bank an oppor- 
tunity to indicate which farmers 
are good credit risks. Knowing 
this, the dealer goes to those farm- 
ers with more confidence. He knows 
that if he can persuade them to use 
his feed, he can handle the financ- 
ing without any question. The notes 
are made to him, and are discounted 
at the bank. 


If these notes are given for feed 
that is to be used in a dairy herd, 
notes usually specify monthly pay- 
ments. But, if it is for feeder cattle 
or for some other longer operation 
in which the income is derived at 
the end of the feeding period, then 
the note is given for three months or 
six months as the case may be. 


This dealer uses a contract form, 
which requires that the borrower 
pay the note, out of the proceeds 
derived from selling the livestock. 
The farmers apparently under- 
stand the importance of promptness 
in this matter, and it is customary 
for them to always pay the note 
first, before using any of the money 
for something else. 


Most of these farmers are depos- 
itors in the bank, and naturally, we 
know when their livestock checks 
arrive. As a matter of fact, we have 
had no trouble whatever in making 
prompt collections on every note 
created in this way. 


The merchants of our town know 
that the bank is very much inter- 
ested in their success, and is will- 
ing to co-operate in any way pos- 
sible to help them conduct their 
business in a more profitable way. 
We think it is quite logical, there- 
fore, for them to be inclined to help 
us, and we find that they are when 
they understand what they can do. 


(Continued on page 555) 
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Watch Your Borrowers’ Machine Tools 


Machine tools may seem little related to commercial banking—but 
your interest becomes more personal and immediate when you 
realize that if the machines in a borrower’s plant have become 
obsolete, his costs may be high, his quality of product below 
par, and he may be unable to compete successfully in the mar- 
ket which, with your assistance, he has so carefully nurtured. 


OR some years we have heard 

that employment and _ profits 

have lagged behind because the 
durable goods industries have been 
lingering in the doldrums. It is not 
beyond the bounds of probability 
that the national Machine Tool Show 
to be held in Cleveland this Octo- 
ber may lead to the long awaited 
revival in the entire durable goods 
field. But entirely apart from this 
general significance, the event is of 
vital import to commercial banks 
because it calls immediate atten- 
tion to a factor which has a direct 
bearing upon the security of loans 
to manufacturers—the factor of 
obsolescence of productive equip- 
ment. 

It is altogether too common to 
assume that as a machine grows 
older it depreciates—that is, de- 
clines in value—purely because it 
wears out. This is by no means 
always the case. The fact is that in 
these days, in very many cases, 
the decline in the actual value of 
a machine may be due far more to 
obsolescence than to physical wear 
and tear. 

Obsolescence has to do with the 
outmoding of equipment, due to the 
development of new equipment 
which will do the required job bet- 
ter and more cheaply than the old. 

What makes this whole question 
of obsolescence so difficult is that 
there is no “rule of thumb” measur- 
ing stick which can be applied to 
it. It comes back inevitably to the 
question of each individual machine 
—the job which that machine is 
expected to do and the volume of 
production which faces that par- 
ticular machine. 

A machine over ten years old and 
actually written off the books may 
be just as capable of doing the par- 
ticular job required of it as a new 
machine might be. Therefore this 
machine would not be “obsolete” 
for the purpose for which it was 
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By F. H. CHAPIN 


Director, The Cleveland Trust Co., 
Board Chairman, The National Acme Co., 
Cleveland, Ohio 


used—though it might be obsolete 
for other purposes. 

Conversely—a machine tool only 
four years old, still standing at a 
60 per cent valuation on the books 
of a company and scarcely “depre- 
ciated” at all from the standpoint of 
wear and tear, may have been ren- 
ered completely obsolete for the 
work it was expected to perform by 
the development of a modern ma- 
chine of infinitely greater produc- 
tivity and far better quality of per- 
formance. 

An old machine capable of turn- 
ing out 200 units a day might not 


be obsolete for this volume but 
would be completely obsolete in 
case volume stepped up to 500 units 
a day—a production rate which 
could easily be handled on a new 
and faster machine. 

On the other hand, if accuracy of 
product were a vital consideration 
and the old machine could not pro- 
duce the required accuracy, the new 
machine would be needed, re- 
gardless of volume, in order for the 
company to stay in competition. 

The danger in this situation lies 
in the fact that whereas obso- 
lescence can properly be estimated 
only on the basis of the capacity of 
the individual machine to do its 
particular job, it has for years been 
standard practice to calculate depre- 
ciation upon generalities having to 
do chiefly with age and physical 
wearing out of equipment. 

The result is that many a com- 
pany which has assumed that its 
depreciation allowances covered 
obsolescence has waked up to find, 
too late, that it has given away a 
large share of its assets, like an oil 
company which failed to figure de- 
pletion in its selling price; and that 
new capital for sudden large equip- 
ment expenditures was required if 
the company was to remain in busi- 
ness at all. 


This subject has come particularly 
to the fore since the famous Treas- 
ury Department ruling “TD4422”— 
which established the principle that 
the burden of proof as to “depre- 
ciation” fell upon the taxpayer. 

Today companies striving to keep 
pace with obsolescence have found 
themselves under the necessity of 
proving to the government that 
obsolescence, as well as_ wear, 
is an allowable factor—and per- 
suading the government to accept 
depreciation schedules at a rate 
higher than the government had 
formerly been inclined to accept. It 
is significant that accountants en- 
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deavoring to present such claims to 
the government have found that 
generalizations carry little weight 
because they carry no proof. In 
short, whether machine A should or 
can be written off at 15% or 10% 
depends upon the particular nature 
of that machine, the nature of the 
work which it is expected to per- 
form, the volume of work which is 
fed into the machine, and its rate 
of productivity. The situation calls 
for actual case studies of all of the 
individual tools in the plants. 

The government, in turn, has 
reciprocated by agreeing that if and 
when a company can prove that 
certain equipment may be obsolete 
for its particular purpose within 
four or five years, that equipment 
may be written off at a depreciation 
rate above the traditional 10%. 
Suppose, for instance, that a manu- 
facturer buys certain machine tools 
because of their capacity for accu- 
racy. Suppose this manufacturer is 
engaged in a rapidly shifting field, 
with new developments happening 
every day, and with the expecta- 
tion that within five or six years 
machines may either be outmoded 
or their capacity for extreme accu- 
racy impaired by wear and tear. In 
such a case, as things stand today, 
this manufacturer may lay his case 
before the Treasury Department, 
and if they accept his proof, he is 
given permission to write off these 
particular tools more rapidly. 

Thus not only alert manufac- 
turers, but the government as well, 
have thoroughly recognized the 
problem of obsolescence. But un- 
fortunately this does not hold true 
with respect to industry as a whole. 
Cold facts give evidence that the 
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majority of American manufactur- 
ing enterprises are literally being 
overtaken by  obsolescence—and 
this situation has a direct bearing 
upon the security of bank loans to 
such enterprises. 

Any banker who has been through 
the last ten years knows full well 
that old standards of security have 
long since gone by the _ boards. 
Character banking has proved no 
safeguard against research and in- 
vention. Statistical banking of the 
type which relied purely upon 
“current assets’ has proved no safe- 
guard against shifting trends in de- 
sign and development of new prod- 
ucts. Old measuring sticks are not 
enough today. The first requirement 
in considering a commercial loan is, 
of course, an intelligent, experienced 
and hard-working management. 
But even when the prospective bor- 
rower presents that qualification, 
the banker must go further. For his 
own protection he must of necessity 
delve more deeply into the facts 
and figures of plant equipment and 
production costs, which, to a large 
extent, represent the factor of sur- 
vival in our rapidly moving Ameri- 
can panorama of swift and wide 
open competition. 

In 1935 “The American Machin- 
ist” conducted an exhaustive survey 
of the metal-working equipment in 
American factories. The survey 
showed that 65 per cent of this 
equipment was over 10 years old. 
Since that time, according to further 
investigations made by “The Amer- 
ican Machinist” and corroborated 
by the records of the machine tool 
industry, the situation has remained 
much the same. 

In citing these facts as indicative 
of the current extent of obsoles- 


cence, I realize that I am guilty of 
exactly the type of generalization 
to which I have so strongly ob- 
jected earlier in th‘s discussion, 
The fact that a particular machine 
is over 10 years o-d is not necessarily 
proof that it is obsolete for the 
purpose for which it is used. Never- 
theless, bearing in mind the rate of 
research and development which 
has continued in the machine too] 
industry during the last ten years, 
it is probably a sound assumption 
that the majority of machine tools 
over 10 years old fall to the classi- 
fication of obsolete equ’pment. 

It is true that within the last four 
years more new machine tools have 
been bought for expansion, and for 
new products and new ventures, 
than was the case during the de- 
pression years. But actual replace- 
ment of old machine tools by new 
ones has continued to proceed at a 
snail’s pace. Assuming that one new 
machine will do the work of two of 
the old machine tools replaced 
—and this is by no means unusual 
—this would still mean that, at the 
rate at which, according to reliable 
estimates, replacement was going on 
in 1938, it would take at least 25 
years to complete the job of replace- 
ment of obsolete equipment. And 
there has been little to indicate that 
the rate of replacement has mate- 
rially increased in 1939. 

It is obvious to anyone even re- 
motely familiar with machine tools 
that a replacement rate which re- 
quires 25 years for completion is 
lagging utterly behind the rate of 
invention and improvement in the 
machine tool field. Today in almost 
any branch of machine tool industry 
may be found new machines which 
will literally double the rate of pro- 
ductivity of old machines designed 
for the same purpose only eight or 
nine years ago. 

To illustrate what this means to 
the manufacturer—and to the bank 
which has loaned money to this 
manufacturer—let me give you a 
simple illustration of machine tool 
arithmetic. 

A plant has, let us say, a certain 
machine tool nine years old. It cost 
$1,500. On a basis of a 10% annual 
depreciation allowance, spread over 
300 working days to the year, de- 
preciation will amount to about 50 
cents a day. Wages of an operator 
would be some $7 a day. Suppose 
the machine is capable of turning 
out 100 of a certain item per day. 
This makes the machining cost of 
the item 744 cents apiece. 

Now suppose the company re- 
places the old machine with a new 
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machine tool capable of a produc- 
tivity exactly double that of the 
old machine. With assured volume 
of the same type of work this pos- 
sibility is by no means remote. 

The new tool cost $3,000—twice 
what the old one cost. Depreciation 
figured on an eight-year instead of 
a ten-year basis would run about 
$1.25 a day. Wages of the operator 
would remain the same at $7 a day. 
It would cost $8.25 a day to run the 
new machine as compared to $7.50 
for the old machine. 

But what about productivity? The 
new machines would turn out 200 
a day, which would make the ma- 
chining cost of the item, on the 
new machine, only 4% cents. 

It may be that this is an extreme 
illustration. But suppose the new 
machine tool increases productivity 
by only one-half. Even in that case 
the per item cost becomes less than 
6 cents on the new machine tool, as 
compared to 7% cents on the old. 

The point is that when a manu- 
facturer equips his plant with ma- 
chine tools capable of vastly in- 
creased productivity at littie addi- 
tional operating ccst, he puts him- 
self in a truly effective competitive 
position. He lowers his break-even 
point. He can afford to go out in 
the market and fight for business. 

The normal outcome is that the 
manufacturer —re-equipped with 
modern machine tools—is thereby 
enabled to improve the quality of 
his product or cut the price of his 
product—in other words, to give 
more to the consumer. He thereby 
substantially increases his volume 
—and increased volume leads to 
better profits. He keeps only a part 
of what he has gained by the use of 
better machine tools—he passes a 
part on to the consumer. But in so 
doing, he rides high above his com- 
petitors. It is simply axiomatic 
that the low-cost producer is in a 
position to get the business, and 
that the high-cost producer is, 
sooner or later, caught in the inex- 
orable jaws of competition. 

This is particulariy true today. 
In order to get volume, a manufac- 
turer must offer the public a buy- 
ing incentive. This is a matter of 
price or quality, or both. Where is 
he going to get the margin which 
will enable him to give the con- 
sumer a better price or quality? 

Certainly, in these days, he is not 
going to get it out of wages. Neither 
is he going to get it out of material 
Costs. It most emphatically is not 
coming out of taxes. Nor can over- 
head be cut further. 
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Seven Thoughts On Obsolescence 


1. No “rule of thumb” can be 
applied to obsolescence—each 
machine must be judged on its 
particular job and the produc- 
tion volume it must meet. 

2. Old age is not a yardstick 
to measure depreciation—a ma- 
chine’s competitive efficiency, 
not its age, is the determining 
factor. 

3. The Treasury Department 
has begun to recognize this dif- 
ference, by permitting a more 
rapid “write-off” of particular 
tools. . 


4. Most manufacturers, how- 


ever, still use the old standards 
in considering depreciation. 


5. Many machines now avail- 
able have double the production 
rate of those designed eight or 
nine years ago. 


6. The manufacturer who re- 
equips is able to lower his 
break-even point and get the 
edge on competition. 


7. Machine tools for replace- 
ment may often be purchased 
on estimates of paying for them- 
selves rapidly out of resulting © 
operating savings. 





The answer appears to lie in cut- 
ting production costs—or con- 
versely, in increasing the produc- 
tivity of the production dollar. And 
this comes right back to the status 
of production equipment. 

The best financial management 
and the best sales force in the world 
cannot compete successfully with 
obsolescence. That is why in these 
days security does not always lie in 
the closed pocketbook. The keeping 


of production equipment reasonably 
up-to-date has become a matter of 


necessity on a sheer survival basis. 


In the case of machine tools this 
fortunately not so 


problem is 
severe, because most such purchases 
do not require long-term financing. 

Machine tools for replacement 
purchases are in many cases pur- 


chased upon the basis of careful 
estimates showing how soon the 


new machines will pay for them- 


selves out of the savings effected in 


operating costs. In many cases 


surveys indicate the probability of 
recovery of purchase price in at 


least 18 to 24 months. Only in the 
case of various special purpose ma- 
chines are sales made with the ex- 
pectation that it would take a 
number of years to “pay out.” 

Therefore, while theoretically ma- 
chine tool purchases represent capi- 
tal investment, as a matter of prac- 
tical experience they almost fall 
into the classification of expendi- 
tures for current needs. 

To that extent a bank loan for 


machine tool purchases has some of 


the characteristics of an ordinary 
commercial loan, in that the source 
from which repayment may be ex- 
pected is reasonably in sight at the 
time the loan is made. 


In view of the vital bearing 


which the factor of obsolescence has 
today upon capacity to survive in 
the face of drastic competition, the 
commercial bank, for its own pro- 
tection, should be willing to view 
term loans for machine tool pur- 
chases in the same light as current 
borrowings to finance material pur- 
chases or goods in process. 

The National Machine Tool Show 
being held in Cleveland, Ohio, Oct. 
4 to 13 will bring the question of 
obsolescence to the fore through- 
out American industry. 

Machine tools—milling, planing, 
turning, boring and grinding ma- 
chines—constitute a substantial 
share of the productive equipment 
of the factories of the United States. 
Research, invention and develop- 
ment have been particularly active 
in the industry in recent years. 
Throughout the depression, machine 
tool engineers were busy with new 
ideas. Time was required for their 
refinement and practical applica- 
tion. The industry is now ready to 
bring to market the fruits of almost 
a decade of research and experi- 
mentation. Hence the Cleveland 
Machine Tool Show. 

As part and parcel of the obliga- 
tion of any bank toward its deposi- 
tors, it has always been customary 
to require from the borrower cer- 
tain information as to the bor- 
rower’s business. May I suggest 
that in these days it might be 
pertinent to request a report on the 
age and condition of the borrower’s 
machine tools and other p-oductive 
equipment when a loan is under 
consideration. 


Enthusiasm tempered by judg- 
ment based on experience is a great 
asset in any business. 
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Internal Bank Management Controls 


II. Their Scope And Mechanics 


This, the second of a series of exceptionally important articles, 
éan be used as a working basis by directors and executive officers. 


Organization: 


Bank management controls meas- 
ure the effect of policies and the 
results produced by the various 
activities. It is, of course, of prime 
importance to have it definitely 
understood as to who is responsible 
for results and for failures. In order 
to establish responsibility, the work 
performed in carrying out the bank- 
ing process in any institution must 
be subdivided and co-ordinated in 
accordance with sound principles 
and procedures of organization. 
Then there must be a definite as- 
signment of work, authority, and 
responsibility. 

The first, and most important con- 
trol to establish is organization 
control. This is the groundwork 
and foundation upon which all other 
controls rest. An institution may 
have splendid individual personnel, 
yet its effectiveness is seriously 
diluted if employees work as a 
group of individuals rather than as 
a well co-ordinated organization. 
The only manner in which leader- 
ship and initiative can be fostered 


1. Organization—Bank man- 
agement controls measure the 
effect of policies and the results 
produced by the various activ- 
ities. 

2. Personnel—Control of per- 
sonnel is based upon a sound 
policy as to the selection, train- 
ing, promotion and remuneration 
of the personnel. 


3. Financial Program—Asset 
controls are based upon a de- 
fined investment policy which 
stipulates the manner in which 
the various types of deposit and 
capital funds are to be con- 
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is by a definite assignment of 
authority and responsibility. 


Personnel: 


Control of personnel is based upon 
a sound policy as to the selection, 
training, promotion and remunera- 
tion of the personnel. The control 
problem then involves analysis and 
tests as to the ability and value of 
each employee. The most valuable 
asset that a bank can have is a 
group of able and loyal employees 
and the problem is to see that this 
asset does not deteriorate. Unless 
sound policies are emp!'oyed this 
personnel asset can deteriorate just 
as rapidly as physical assets and 
with more far-reaching results. 

Given a sound organization plan 
with a group of able and loyal per- 
sonnel operating thereunder, we 
have the soundest possible founda- 
tion for the solution of not only 


The Basis Of Control 


verted into the different types 
of assets and circumscribes the 
types of assets considered elig- 
ible for the loan and security 
portfolios. 


4. Loans—Loan controls are 
based upon a quality gradation 
of existing loans and a stipula- 
tion as to what grades are very 
desirable, what grades are only 
moderately desirable, and grades 
which are not acceptable. 

5. Production—The number of 
personnel, the space, equipment 
and supplies requirements are 
largely governed by the number 


technical problems of management 
but also that all important prob- 
lem of public relations. If we are 
to analyze, grade and attempt to 
improve the balance sheet assets, it 
is even more important that we 
analyze, grade, improve and reward 
our personnel assets, for it is through 
them that we expect to protect the 
other assets and develop an effec- 
tive operation. 


Financial Program: 


Asset controls are based upon a 
defined investment policy which 
stipulates the manner in which the 
various types of deposit and capital 
funds are to be converted into the 
different types of assets, and circum- 
scribes the types of assets consid- 
ered eligible for the loan and secu- 
rity portfolios. This is known as a 
financial program. It sets a goal as 
to the dollar volume of various 
types of assets desired and, more- 
over, sets up quality specifications 
as to the acceptability of items of 
assets. 

The technique in the development 


of transactions handled. 


6. Costs—Cost controls are of 
two types: 

a. Those that measure trans 
action or per item costs. 

b. Those that measure the 
results of departmental oper- 
ations and indicate the profit or 
loss made thereon. 


7. Trust Departments—When 
an institution acts in various 
fiduciary capacities, it is impor- 
tant that the operations of ad- 
ministration and investment be 
placed under special types of 
controls. 


BANKERS MONTHLY 


MQ FSeegerseep 























nent 
rob- 
- are 
it to 
ts, it 

we 
ward 
ough 
t the 
ffec- 
















on a 
vhich 
1 the 
pital 
> the 
cum- 
nsid- 
secu- 
as a 
al as 
rious 
nore- 
ations 
ns of 



















































yment 












































e of 














rans- 














the 


»per- 
‘it or 
































Vhen 
rious 
npor- 
| ad- 
it be 
s of 
































of such a program is a detailed study 
of the trend and requirements of 
the various types of deposit funds, 
so as to develop the necessary 
liquidity requirements for them, and 
then a correct proportionment of 
primary and secondary reserves, 
loan portfolios and an investment 
account for each type of deposit 
group. It specifies the quality and 
maturity requirements for bonds 
and securities and their diversifica- 
tion as to type. It specifies the 
quality requirements for each of the 
various classes of loans and miscel- 
laneous assets. 


Loans: 


Loan controls are based upon a 
quality gradation of existing loans 
and a stipulation as to what grades 
are very desirable, what grades are 
only moderately desirable and grades 
which are not acceptable. On unse- 
cured commercial loans, definition 
of the schedule of grades is based on 
accepted credit analysis principles 
as to safety, turnover, and size 
limitation. On collateral loans, the 
schedule is based upon intrinsic 
value, marketability and diversifi- 
cation of the collateral, margin re- 
quirements, and the _ borrower’s 
capacity to pay beyond the col- 
lateral itself, where the last factor 
can be readily determined such as 
in banks in the smaller communities. 

On real estate loans, the grades 
are based upon the margin between 
the loan and the appraised value, 
the desirability of the property, the 
borrower’s capacity to meet the 
installment payment requirements 
and the payment record on existing 
loans. 

Every type of loan can be given 
quality grade specifications. The 
loan control function takes an 
“inventory” of existing loans and 
grades them into quality groups. 
The grading is rechecked at each 
maturity, unless the loan is paid in 
full. All new loans are graded and 
added to the various grade classes. 
Loans paid in full are deducted. 
Partial payments also reduce class 
balances. This gives a continuous 
analysis of the quality position of 
the loan portfolio. 

Periodically, a comparison is made 
as to the position of the various 
gtade groups and the changes that 
have taken place between the groups 
during the elapsed period of time. 
This analysis indicates the number 
and dollars of loans in any class 
that have deteriorated, that is, have 
been re-graded to a lower classifica- 
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It is suggested that each 
of the articles in this 
series be used as a basis 
for discussion in direc- 


tors meetings. The tech- 
nique described in this 


installment should 
be compared with the 
technique now used. 
* 3 





tion. Conversely, it indicates the 
number and dollar volume of loans 
that have improved sufficiently to 
warrant their re-classification to a 
higher grade class. It reflects the 
results of the effort of each loaning 
officer not only as to the quality of 
new loans made, but what he has 
accomplished in the prevention of 
deterioration in existing loans and 
retrieving, or betterment, work on 
lower grade loans. 

Reports based upon such an anal- 
ysis, give the board of directors an 
unbiased opinion of the quality 
position of the loan portfolios at 
any given time, the inside picture 
of what is taking place within the 
portfolios as to breakdowns and 
improvements, and the quality flow 
of new loans made. They give the 
executive management the infor- 
mation needed to induce the loan- 
ing officers to apply their best ef- 
forts in specific rather than general 
matters. A good loaning officer 
benefits thereby because the board 
of directors and higher executive 
officers are made aware of the re- 
sults of his efforts. The weaker 
officer can be given the necessary 
assistance before it is too late. 


Production: 


The number of personnel, the 
space, equipment and supplies re- 
quirements are largely governed by 
the number of transactions han- 
dled. It is the activity which passes 
through an institution that governs 
the operating costs and not the 
dollar volume of deposits nor the 
gross income in dollars. Quality 
account banks have a low act:vity 
per $1,000 of deposits, whereas in 
so-called active banks, this ratio is 
quite high. The quality account 
bank is largely reimbursed for the 
service it renders its depositors by 







substantial balances as compared to 
activity, whereas the other type of 
bank must seek reimbursement 
through service charges for excess 
activity. ‘ 

If there is a commensurate profit 
in the service charges, then such an 
active bank receives an offset to its 
higher operating costs. The produc- 
tion of a department with like ac- 
tivities can be easily measured and 
compared with standard require- 
ments, as for example, the individ- 
ual bookkeeping operation. Like- 
wise, within such a department, the 
production of each bookkeeper can _ 
be measured and compared with 
that of the others. ; 

If, however, we encounter depart- 
ments with multiple operations, 
where the time element for each 
type of transaction is different from 
any other, the problem is somewhat 
more complex. To place the pro- 
duction of the institution as a 
whole on a measurable basis adds 
to the complexity. What is sought 
is acommon denominator so that the 
production value of any type of 
work can be expressed in an iden- 
tical manner. ‘ 

Such a method is termed the 
“work unit” plan. It may be ex- 
pressed as the relationship of one 
item to all other types of items or 
as a standard time allowance. For 
example: if it takes one-half minute 
to perform one kind of transaction 
and this is termed the base trans- 
action or one unit of work, and if 
it takes another type of transaction 
two minutes, such a transaction 
would be considered as four units 
of work. 


Under the standard time plan, 
every transaction of the first type 
would be given a standard time 
credit of one-half minute and the 
second type of transaction an al- 
lowance of two minutes. The second 
method has greater flexibility, for a 
time allowance can be given to 
work which cannot be measured by 
transaction counts, so that a total 
standard time for all work can 
thereby be accumulated. Through 
this method practically all of the 
work of an institution can be 
measured, the total output per 
month determined and a trend com- 
parison made. Since it breaks down 
these work units by departments, 
the work unit production per em- 
ployee of each department may be 
obtained and the effectiveness of 
the operations of one department 
compared with that of all others, 
even though the types of work per- 


(Continued on page 556) 
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Reserve Bank Facilities For Home Financing 


Why the F. H. L. B. was organized, how it operates, and what 
it may reasonably be expected to accomplish—these are des- 
cribed in detail by a man close to the central machinery. 


AFEGUARDING the large seg- 

ment of our national wealth 

represented by home owner- 
ship has become a matter of in- 
creasing public concern. Not only 
has this been prompted by the hard- 
ships which the depression of the 
early thirties imposed upon millions 
of individual home owners, but, in 
addition, the aggregate result has 
seriously affected the entire na- 
tional economy. It is now recog- 
nized that steps should be taken to 
re-establish confidence in home 
ownership and that residential con- 
struction must be encouraged in 
order to promote general economic 
prosperity. Essential to this pro- 
gram is the development of a 
sounder credit structure to support 
an $18 billion home-mortgage debt. 
It follows that a better home- 
financing system is fundamentally 
dependent upon establishing credit 
reservoirs for all types of agencies 
which finance the great number of 
homes needed in this country. 

The defects in our methods of 
financing homes were obscured for 
years by the rapid growth of the 
country and its unparalleled pros- 
perity. ‘It was not until the critical 
days of 1932, when Congress created 
the Federal Home Loan Bank Board 
and the Federal Home Loan Bank 
System, that the foundation was 
laid for a unified system which could 
provide facilities for financing 
homes on a sound and economical 
basis. That system today embraces 
nearly 4,000 thrift and home-financ- 
ing institutions, with assets of more 
than $4,000,000,000. Its rapid ex- 
pansion furnishes ample proof of 
the necessity for its establishment. 

Its fundamental purposes were 
clearly outlined in the arguments 
advanced on the floor of Congress 
at a time when the depression had 
frozen credit. 

“. . . Home ownership cannot 
be encouraged, fostered, or per- 
mitted on a short-term or de- 
mand payment credit basis. The 
cry of commercial bankers to- 
day that their real estate loans 
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are frozen only echoes the utter 
inadequacy of existing credit 
facilities and reveals the con- 
sequences of our neglect to 
safeguard adequately one of the 
most vital economic and social 
phases of our civilization... . 
Because there is no reserve sys- 
tem ... specifically designed to 
purchase this type of long-term 
mortgage, the home mortgage 
situation today is in a deplor- 
able condition. ... 

“The Federal Home Loan Banks 
will have no conflict with the 
Federal Reserve Banks because 
they cover fields which comple- 
ment and supplement rather 
than compete with each other. 
The Federal Reserve System is 
designed primarily to care for 
the short-time commercial 
credit needs of the country. 
The Federal Home Loan Bank 
System will care only for the 
long-time credit needs of the 
home-financing business. . . .” 


(Congressional Record, Vol. 75, 
Part II, Page 12575 ff) 


The details of the legislation 
which created the Federal Home 
Loan Bank Board were patterned 
largely on the Federal Reserve Act 
and the Farm Loan Act. While its 
purposes and functions are not 
strictly comparable, the Home Loan 
Bank System is intended to serve 
thrift and home-financing institu- 
tions in much the same way that the 
Federal Reserve System serves the 
commercial banks and the Farm 
Credit Administration serves in the 
financing of farm ownership. Thus 
we have established in this country 
three formally organized systems 
of finance—commercial, farm, and 
home. The Federal Reserve System 
serves the commercial area primar- 
ily by supplement'ng the funds of 
local banks, particularly in times 


of emergency. It is thus a source 
of temporary financing. The Fed- 
eral Land Banks, in turn, were 
established to accommodate agricul- 
ture. Not only do they constitute 
the sole source of funds for na- 
tional farm loan associations which 
lend directly to the individual 
farmer, but, in addition, the funds 
are provided for a long period of 
time. In similar manner, the Fed- 
eral Home Loan Bank System was 
created to provide for the needs of 
urban home-financing. Because of 
the nature of the primary institu- 
tions which operate in the field, the 
Bank System is empowered to make 
both long-term loans and _ short- 
term advances. The latter advances 
afford protection to investors by 
making funds available to relieve 
any unusual withdrawal demands. 
The former furnish funds to mem- 
ber institutions to foster home 
building and home ownership. 
The 12 Regional Banks of the 
Federal Home Loan Bank System, 
located in strategic centers to serve 
every section of the country, are 
administrative agencies responsible 
directly to the Federal Home Loan 
Bank Board. In operation they are 
administered by a Board of Direc- 
tors, eight of whom are elected by 
member institutions and four of 
whom are “public interest” direc- 
tors appointed by the Bank Board; 
these directors, in turn, name 4 
Bank president, subject to the ap- 
proval of the Bank Board at Wash- 
ington. The initial capital of the 
Banks was provided by the Gov- 
ernment and provision was made 
for subscriptions to stock in the 
banks by institutions which were 
admitted to membership. The capi- 
tal on June 30 was $164,072,450, of 
which $124,741,000 was paid in by 
the Government and $39,331,450 by 
the member institutions. Member- 
ship in the Bank System is open to 
institutions engaged principally i 
thrift and home-financing activities. 
The total membership of the Bank 
System comprises 3,949 institutions, 
of which 2,524 are state-chartered 
savings and loan associations, 1,376 
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Federal savings and loan associa- 
tions, 9 mutual savings banks and 40 
insurance companies. 

In addition to the capital stock 
owned by the Treasury and mem- 
ber institutions, the banks obtain 
their funds by accepting deposits 
from members and by the sale of 
debentures. These debentures are so 
protected that they command a 
ready market. On May 31, con- 
sllidated debentures outstanding 
amounted to $90,000,000, but $41,- 
500,000 of debentures were paid off 
in full on July 1, leaving,a balance 
of $48,500,000 outstanding today. 

Member institutions borrow from 
the banks when they have demands 
for mortgage loans in excess of cash 
on hand at the time. They then pay 
off these loans as cash accumulates 
fom payments by borrowers on 
amortized mortgages or as the vol- 
ume of savings entrusted to them 
by the public increases. They also 
borrow at times to meet seasonal 
withdrawals. Access to the re- 
sources of the banks on the part of 
member institutions means not only 
protection in times of difficulty 
but, under normal _ conditions, 
continuous ability to meet the 
local needs of those who want to 
borrow on a long-term basis to buy 
or to build homes. Where there is 
idle money in one part of the coun- 
try and scarcity in another, the 
Regional Banks can readily transfer 
funds for lending purposes to aid 
business and employment to con- 
tinue in a stable manner. 

It is important to consider the ex- 
tent and character of the borrowing 
in which member institutions should 
engage. Should the Board give 
emphasis to long-term lending along 
the lines pursued by the Federal 
Land Banks, or should it stress tem- 
porary borrowing similar to that 
found in the Federal Reserve Sys- 
tem? Recognizing the essential 
characteristics of the institutions 
served, it has adopted a middle-of- 
the-road course. It has encouraged 
member institutions to follow con- 
servative and well-balanced policies. 
No doubt the lending activities of 
the Banks could be expanded by 
relaxing some of the restrictions on 
borrowing and by reducing the in- 
terest rate on advances. However, 
it is believed that members should 
expand mainly through the attrac- 
tion of private share investment, 
using long-term Bank advances to 
supplement local funds and keep- 
ing in reserve a part of their bor- 
rowing capacity to meet possible 
emergency conditions. 
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The article here published 
was inspired by the article 
published in the July issue on 
page 387. It is suggested that 
reference be made to that 
article again so that a clear 
conception of-this govern- 
mental activity may be had. 


Although the Federal Home Loan 
Bank System came into existence in 
July, 1932, it did not begin actual 
operation until October of that year. 
Unfortunately, ,it was not estab- 
lished in time to cope with the tidal 
wave of foreclosures in 1931 and 
1932 which wrought so much havoc 
in the urban home mortgage field. 
In these two years more than half a 
million urban home foreclosures 
had taken place in the country, and 
families representing a total of 
about 2,000,000 persons had lost 
their homes. When the legislation 
creating the System was taking 
final form in Congress, an attempt 
was made to provide immediate re- 
lief for those who were losing their 
homes by authorizing the Federal 
Home Loan Banks to make direct 
loans to home owners. The legis- 
lative restrictions surrounding the 
making of loans of this character 
were such, however, that out of 
41,580 applications received, only 
3 loans amounting to $9,000 were 
made in the entire country. 

Up to the first of January, 1933, 
the Federal Home Loan Bank Sys- 
tem had but 101 members. The 
growth in membership has been 
almost entirely since the fall of 
1933. With the increase in mem- 
bership, advances naturally ex- 
panded to meet the needs of mem- 
ber institutions. Since it began ac- 
tive operation, the Bank System has 
made total advances of $522,023,- 
000. The highest figure of loans 
outstanding at one time (Decem- 
ber, 1937) was $200,094,628. As of 
July 7, 1939, the figure was $166,- 
254,699. The amount of loans, of 
course, increases and decreases 
from month to month depending 
upon conditions. The total of loans 
as of January 1, 1939, was $198,- 
842,438; net repayments have since 
reduced this figure by $32,587,739. 

Members of the Federal Home 
Loan Bank System now comprise 
the bulk of the total savings and 
loan industry. Their assets repre- 
sent more than 65 percent of the 
total assets of all savings and loan 


associations and their mortgage 
loans outstanding amount to 70 per- 
cent of all mortgage loans held by 
this type of financial institution. 
With such a degree of representa- 
tion, the Federal Home Loan Bank 
System has attained a place in the 
field of home finance similar to that 
occupied by the Federal Reserve 
System in the field of commercial 
banking, where member banks hold 
approximately 70% of the total de- 
posits in commercial banks. In the 
number of member institutions, the 
Federal Reserve System comprises 
41% of all commercial banks, the 
Federal Home Loan Bank System 
43% of all savings and loan asso- 
ciations and similar thrift and 
home-financing institutions. 


Of new mortgage loans made by 
all savings and loan associations in 
the first six months of the current 
year, amounting to $453,956,000, 
member institutions advanced 
$363,694,000. In the first six months 
of 1938 the respective figures were 
$383,066,000 and $297,366,000. The 
ratio of the members’ loans to total 
mortgage loans by savings and loan 
associations was 80% for thé 1939 
period and 78% for the 1938 period. 
In 1933 their loans of $170,000,000 
constituted only 49.7% of the total 
of $342,000,000 . 


Any discussion of the System, of 
its progress in unifying the home- 
financing industry, and of estab- 
lishing higher standards of oper- 
ation must give special considera- 
tion to Federal savings and loan 
associations which were authorized 
by law in 1933. With a uniform 
pattern of operation throughout the 
country, they form as a group a 
strong nucleus, as well as a dis- 
tinctive entity of benefit to the 
entire savings and loan field. There 
has been considerable misunder- 
standing as to the nature of these 
associations. As a matter of fact, 
there is basically very little differ- 
ence between Federal associations 
and the best type of state-chartered 
associations except that, like na- 
tional banks, they operate under a 
Federal charter. Their rapid ad- 
vance to leadership in home financ- _ 
ing rests on the fact that, of recent 
establishment and under regula- 
tions of a Federal agency, they were 
modeled on the best procedures and 
practices developed by state-char- 
tered associations in their 108 years 
of existence. Their establishment 
was dictated not only by needs 
created during the depression but 
also by surveys which showed that 


(Continued on page 548) 
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How To Comply With 
The Wages And Hours Law 


What are banks doing to prepare for the restrictions of the Wages 
and Hour law? We have questioned representative banks in all see. 
tions of the country and publish here a summary of their replies, 


T THE request of some of our 
readers, letters were written 
to a number of banks in vari- 

ous states to find out what plans 
had been inaugurated to adjust the 
working hours of employees to the 
requirements of the Wages and 
Hour Law. 


No effort is made here to analyze 
that law. Such a task would be 
entirely too complicated. As a mat- 
ter of fact, many points are still to 
be settled by the courts and by the 
administrator. Also, there is no 
assurance that certain rulings of 
the administrator will stand, and if 
they do not stand when later tested 
in court, there is the contingent 
liability involved which might re- 
quire the bank to pay employees 
twice the amount by which the com- 
pensation found to have been due 
exceeds the amount paid. 


For example, two of the banks 
replying to our letter, stated that 
they were not paying employees for 
overtime, but were keeping a record 
of it, and carrying it as a contingent 
liability on the bank’s books. If it 
should turn out that the court de- 
cides that banks must pay time and 
a half for overtime, one employee 
could sue the bank for all em- 
ployees, or all of the employees 
could go together and sue, with the 
likelihood that the penalty of two 
times the overtime rate might be 
collected. 


It apparently is not safe to put 
off the payment of this time and a 
half rate until the court decides. 

The chief part of our inquiry was 
as to the change in systems, equip- 
ment, or technique which had made 
it possible to reduce the hours of 
employees to not more than 44 
hours per week. This limitation 
governs up to October 24, 1939. 
Then, the limitation becomes 42 
hours per week, and on October 24, 
1940, the limitation becomes 40 
hours per week. 
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One of the most common methods 
of reducing the working hours of 
employees is to stagger the force. 
That is, when an analysis is made 
in certain departments, such as the 
transit department, bookkeeping 
department, messengers, and the 
like, it is discovered that, when all 
employees come to work at the 
same time and leave at the same 
time, there are hours during the 
day when there is very little if any- 
thing to do for certain employees. 
By making a study of the time when 
the work comes to these depart- 
ments, it has been possible to have 
some employees come early, and go 
home early, and others come late 
and go home late. By this stagger- 
ing method, the same number of 
employees can do all of the work 
and not work overtime. Further- 
more, this eliminates the hours 
when there is nothing to do. 

Regardless of the law, this dis- 
covery of the benefits of staggering 
the beginning time is a good thing. 
It will undoubtedly be continued 
even if the law should be repealed 
or changed, for it is an economy. 


Several banks reported that they 
have been working a 40-hour week 
ever since the days of NRA. Those 
banks, of course, do not need to 
worry about making any adjust- 
ments as to hours. 


In at least one city, the opening 
hours of the bank had been changed 
from 9:00 a. m. to 9:30 a. m. This, 
in turn, reduced the working hours 
of the employees by at least a half 
an hour. The closing time on Satur- 
day was changed from 2 p. m. to 
1 p. m. This change of banking 
hours, however, has apparently 
not been very popular, because such 
a report was received from only 
one city. 

Three types of improvements have 
been made, which might well have 
been made anyway, but by which 
the necessary hours of employment 


have been reduced. 

One of these types of improve. 
ment is the reduction of peak loads 
This has been accomplished in 3 
number of ways. For example, the 
mailing of customers’ statements 
has been changed in such a way in 
some banks as to spread this work 
through the month. In one case, the 
statements are made as of the 25th 
of the month, but are not mailed 
until the first of the month. This 
gives several days in which to use 
the spare time of employees for 
making out statements. 

In another case, the statement 
form has been so designed that it 
is always in balance, and there is 
no extra work at the end of the 
month, for the statement and its 
vouchers could be delivered on any 
day of the month on request. 

Another bank has standardized 
the forms of the bank in such a way 
as to avoid peak loads. 

Several banks have reduced the 
payday crowds in their lobbies by 
adopting a special type of check for 
employers. This check can bk 
cashed in any of the local stores 

In this .way, a large part of the 
rush work of the bank is shifted to 
the stores. The checks come in & 
the deposits of merchants, and cal 
be handled more leisurely. 

Many banks have improved thei 
systems in various ways. Some 
have eliminated work that hai 
formerly seemed to be necessary, 
but which was discovered to & 
unnecessary. 

One bank rearranged its employe 
and officer setup in such a way as 
avoid duplication of effort, and thw 
reduced hours. 

Still another bank, following 
scientific personnel managemell 
principles, was able to help em 
ployees to accomplish more in t 
same length of time, and in tha 
way, the hours were easily reduce 

Mechanical equipment has playé 
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a large part in reducing hours. 
When a real analysis is made of 
panking machines, it appears that 
the banking business is better 
mechanized than any other type of 
office. Real savings in the hours 
required of employees are made by 
many different types of machines. 

For more information as to how 
to make such improvements as 
those which have been suggested, 
with the likelihood that hours will 
be reduced sufficiently to make a 























































lies, § 40-hour week possible, our readers 
are referred to various articles that 
have been published during the 
past year in Bankers Monthly. 
Tables giving the titles and the 
rove. issues in which these articles were 
loads § published and the page numbers 
in a are shown herewith. 
2, the In answering our questions, one 
ments § banker said: 
‘ay in “Compliance has been achieved 
work§ mainly through an adjustment of 
e, the® policy with respect to working 
» 25th® hours. 
nailed “In the past, it had always been 
This§ our policy that employees were 
to use expected to work as long as might 
S for§ be necessary to accomplish their 
task, and it was understood that 
ement® they were subject to call for extra 
hat it® duty in other departments when 
ere is§ peak loads made that necessary. 
of the§ Since the advent of the Wage and 
nd itt§ Hour Act, however, we have issued 
mn any® strict instructions that no em- 
ployee is to work more than 44 
rdize§ hours in any one week, and have 
a way® placed the responsibility for keep- 
ing within this limit both on the 
od the department or branch manager and 
ies by— the employees themselves. To meet 
>ck for peak loads, we keep a utility staff 
in be™ from which we supply additional 
stores.® help to various departments and 
of th branches when it is absolutely 
fted to needed. 
» ina “About the only major change we 
nd cal™ have made, has been to install a 
comprehensive system of recording 
d ther§ and verifying the working time of 
Som§ each individual, checking and filing 
it hai it in the personnel department, and 
essaly,—§ posting any overtime (which occurs 
to k® only infrequently) to the credit of 
the individual employee affected.” 
rployee Another banker wrote, “The 
iy as" provisions of the Wages and Hours 
nd thug Act have given us no little con- 
cern. During the past few months, 
llowingg we have been able to stay within 
gemet the 44-hour period without any 
lp emg great difficulty, but it did neces- 
in th§ Sitate some staggering of hours, 
in thi and a bit more watchfulness on our 





part, to make certain that none of 
our employees did run overtime. 


September, 1939 
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When the 40 Hour Week first appeared over the horizon as an actuality, most 
bankers viewed it as a withering flame which would dry up all prospect of future 
profits—if not imperil their hope of continued existence. Closer scrutiny of the 
“menace,” however, has lessened the apprehension, so that many bankers—while 
possibly not facing it with complete equanimity—at least no longer see any con- 


sequences in its inauguration. 


Even then, we have had a few 
straggling instances, and have, of 
course, paid overtime in accordance 
with the provisions of the act. 


“T have heard some rumors that 
there might be a mass movement of 
banks toward having Saturday 
made a legal bank holiday, so that 
we might work a five day week as 
they are doing in the State of New 
Jersey during the months of July 
and August. 


“As we look forward to the reduc- 
tion to a 42-hour week on October 
24, 1939, we are somewhat appre- 
hensive, and feel that it will prob- 
ably be necessary for us to increase 
our staff slightly in a few instances, 


and to mechanize, to a greater ex- 
tent. 


“As concerns the 40-hour week, 
which will begin in late 1940, we, of 
course, will have even more diffi- 
culty unless the banking hours are 
changed; and even then, we do not 
see how we can maintain the 40- 
hour schedule every week. 


“As the matter stands now, we 
have our greatest difficulty in the 
week in which the last day of the 
month falls, because of statements. 
Probably, by this fall, and certainly, 
not later than next fall, we shall 
find it necessary to revise our state- 
ment system so that statements can 
be staggered throughout the month. 
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How To Reduce Peak Loads 


Efficient Bookkeeping With Group 
Control 
January, 1939—page 16 


Improved Statement Forms Speed 
Up Month-end Work 
March, 1939—page 144 

Standardized Forms To Cut Work- 
ing Hours 
June, 1939—page 368 

Lower Costs For Handling Payroll 
Checks 
July, 1939—page 394 


How To Improve Systems To 
Reduce Labor 

Depositors Help Us Figure Charges 
August, 1938—page 462 

Every Job Should Be Understudied 
September, 1938—page 531 

Installment Loans Quickly Handled 
September, 1938—page 544 

Employee Studies Improve Efficiency 
December, 1938—page 732 

A Basis For Improvement In 1939 
January, 1939—page 12 


Money and Time Saved By Printing 
Checks Correctly 


January, 1939—page 51 


Functional Organization Needed To 
Improve Personnel Efficiency 
March, 1939—page 131 


New Business Through Collateral 
Loans 
March, 1939-—page 146 


Scientific Personnel Management 
April, 1939—page 209 


“Naturally, we are hoping that 
some favorable action may be taken 
by Congress, such as the guaranteed 
weekly wage amendment, which 
would give us some option. The Act 
would work no particular hardship 
on us if it were arranged as the 
40-hour week was during the NRA 
—spread out over a 13-week period, 
or even over a smaller period.” 

Another banker says: “We have 
no definite plans working forward 
to 40 hours per week. It may be 
that when the time comes and we 
are forced to work our employees 
only 40 hours, all businesses will be 
closed on Saturday, making it five 
days of eight hours each. 

“We are not recommending this 
plan, however, but it may come. It 
would seem more practical to us 
than cutting down the hours during 
the week, and still having a four- 
hour day on Saturday. 

“With respect to the Saturday 
holiday, we have recently been in- 
formed that the State of New York 


534 








Refer To These Time-Reducing Ideas 


Articles Published In Recent Issues Of Bankers Monthly Which Will Be Helpful In Making 
Plans For Compliance With The Wages And Hours Act 


How We Increased Employee Re- 
sponsibility 
June, 1939—page 328 


Our Central Proof Dept. Saves Time 
For Busy Tellers 
June, 1939—page 346 


Quicker Signature Verification 
July, 1939—page 391 


Bank Forum Helps Employees 
July, 1939—page 412 


How Mechanical Equipment Will 
Reduce Man-Hours 
Equipment and Supply Ideas 
August, 1938—page 498 


Increased Accuracy—Lower Lighting 
Costs 
August, 1938—page 484 

Equipment and Supply Ideas 
September, 1938—page 560 


Machines Facilitate Stock Transfer 
Routine 
September, 19388—page 519 


A Time Saver For Installment Pay- 
ments 
September, 1938—page 552 

Equipment and Supply Ideas 
October, 1938—page 609 


Vault Equipment 
October, 1938—page 583 

Postage Machines Speed Up Mailing 
October, 1988—page 585 


Those Who Sit Right Work Better 
October, 1938—page 588 


Equipment Adapted To Single Post- 
ing 
October, 1938—page 596 


and the State of New Jersey each 
have laws, allowing banks to close 
as for a holiday, all day Saturday 
during the summer months, at least 
July and August.” 

The banks of Oak Park, IIl., have 
adjusted their hours not only to the 
bank’s satisfaction, but to the satis- 
faction of their customers. 

The former hours were from 
eight to three on every day except 
Saturday, when the bank was open 
from eight to twelve, and from six 
to eight. The hours were changed 
to eight to three on every day of 
the week except Sunday, the bank 
not opening on Saturday evening. 

Those workmen who worked five 
and a half days a week, were able 
to do their banking immediately 
after work on Saturday, that is be- 
tween twelve and three instead of 
being forced to come to the bank 
in the evening. Furthermore, the 
stores whose managers first objected 
to the banks not being open Satur- 
day evening, finally discovered that 















Record Storage Can Be Efficient 
November, 1938—page 676 

Equipment and Supply Ideas 
November, 1938—page 693 


We Post Real Estate Payments 
Faster With A Visible File 


December, 1938—page 718 










A Forms and Systems Committee 
Improves Our Efficiency 
December, 1938—page 750 







Equipment and Supply Ideas 
December, 1938—page 756 


Signature Cards Are Contracts 


January, 1939—page 30 






Equipment and Supply Ideas 
January, 1939—page 48 








Equipment and Supply Ideas 
March, 1939—page 177 


Noise Costs Too Much, But There Is 
A Way To Reduce It 
May, 1989—paye 272 








Equipment and Supply Ideas 
May, 1939—page 309 












Equipment and Supply Ideas 
June, 1939—page 372 

Co-ordination Means Positive Loan 
Follow-Up 
June, 1939—page 335 











Complete Investment Records 
June, 1939—page 353 





Depreciation In Equipment Simpli- 
fied 






June, 1939—page 367 







Equipment and Supply Ideas 
July, 1939—page 433 















their Saturday evening business was 
not of sufficient importance to keep 
the stores open, so a change was 
made in store hours; some of the 
stores closing at noon on Saturday, 
and opening Thursday evening. The 
business of the stores has been 
greatly increased by this change. 

The Bayside National Bank i 
New York City conducted a pull 
among its customers to see whethe! 
they were in favor of closing 
the bank all day Saturday. Ballot 
were placed on all of the public 
writing desks, and a ballot bo 
stood at one side of the bank’s inne? 
doors. 

The ballots read, “Are you i 
favor of full Saturday holidays fo 
bank employees during July am 
August?” Over 90% of those wht 
voted, were in favor of Saturd 
closing. 



















The other bank’s experience maj 
be just as useful as your own ani 
it costs you nothing. 
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F. A. A. Offers Unique Program At Toronto 


- 


With the slogan “On To Toronto”, the Financial Advertisers Association 
has made elaborate plans for a meeting replete with valuable instruction. 


HE 1939 convention of the 
T Financia Advertisers Associa- 

tion, its twenty-fourth, will 
open in Toronto, September 11, and 
continue four days, with a program 
of a distinctive pattern. 

Conventions always have a key- 
note, and perhaps the best for this 
meeting would be: “Something for 
every one, much for many.” Three 
features make the convention 
unique: The “going back to school” 
sessions; the dramatic presentation 
of advertising, new business and 
public relations problems; and the 
advertising exhibit. 

Unofficially, the convention opens 
with a reception tendered Sunday 
evening by Toronto advertising in- 
terests. Owing to the geographical 
location of the city, a large number 
of the delegates will arrive Sunday, 
and this get-together meeting of the 
early birds will actually be the be- 
ginning of the convention. 

Monday morning at 9:00 the school 
bell will ring for the first of four 
study sessions on salesmanship. The 
course is intensive, the instructor 
having condensed from 17 lectures 
material especially applicable to 
financial institutions in the develop- 
ment of advertising and public rela- 
tions. For the hour the convention 
is an actual school, with black- 
board, charts, notebooks, and, if 
the experience of the past two years 
is borne out, about 90% of the 
delegates in attendance giving 
serious attention to the instructor. 
Mimeograph material furnished each 
student gives a digest of the course 
and also questions on each lesson. 
While there is no examination, 
every student may determine for 
himself what he has learned. The 
instructor will be available for con- 
sultation both after class and at 
other opportune times. A half 
hour’s intermission follows each 
Class session. 

Usual procedure formally opens 
the convention on Monday, with an 
address of welcome and the annual 
report by the President of the Asso- 
ciation, George O. Everett of the 
First Citizens Bank and Trust Com- 
Pany of Utica, New York. This 


September, 1939 


By GUY W. COOKE 


Assistant Cashier, First National Bank, 
Chicago, Ill. 


session continues along usual con- 
vention lines, the only formal meet- 
ing of the convention. 

Tuesday, following the class ses- 
sion, a dramatic presentation of 
advertising, new business, and pub- 
lic relations policies of a bank will 
be presented by a group of Chicago 
members. The sketch is based on a 
hypothetical new bank, opened after 
a careful survey of conditions 
locally and in its trade territory. 
The management has no inhibi- 
tions; its object is adequately to 
serve the financial needs of the 
community, and, by so doing, earn 
a satisfactory return on the invest- 
ment of its shareholders. Policies, 
plans, and operations relating to 
public relations and.business de- 
velopment are discussed more or 
less informally, and the value of 
three mediums of advertising are 
presented. Eliminated entirely are 
essays, prepared by either the 
speaker or someone else for him. 

Wednesday morning, again fol- 
lowing the school, the Cleveland 


Four Highlights Of The 
Toronto Convention 
1. The Association begins its 
25th year with new presenta- 
tions of old topics. 


2. Classes for adult minds, 
started at the Syracuse conven- 
tion and continued at Fort 
Worth, take up the vital subject 
of salesmanship. 


3. Advertising and public rela- 
tions are to be presented in the 
form of a three-act drama. 


4. Buyers and sellers of adver- 
tising to work together to further 
their mutual interests—recogni- 
tion by the public of the bank’s 
place in present-day economic 
life. 


group takes up the theme. Over- 
night, years have passed in the his- 
tory of the bank and it has become 
a larger and successful institution. 
Public relations and advertising . 
discussion continues and media 
applicable to the larger bank is con- 
sidered. Also, public relations and 
business development plans. Again, 
no formal speeches. 

Thursday morning, after the in- 
termission following that day’s 
class, New Jersey members of the 
Association pick up the theme for 
the bank, which by the magic of 
the morning, has grown in years 
and size. Discussion is still limited 
to the same problems, but with the 
larger bank almost every media of 
advertising may at least be con- 
sidered. They are. And still no 
stereotyped speeches. 

If the presentation during the 
three mornings is as successful as 
the script seems good, every listen- 
er, from tyro to expert, will get 
value for attending. 

Afternoon sessions are off the 
record. Here, men and women in 
separate groups discuss trust, sav- 
ings, commercial, and investment 
advertising and bus:ness develop- 
ment problems. These meetings 
bring the contact values of the 
convention to the highest point. 
They developed from the little bed- 
room groups, where men actually 
said what they thought and told 
what they knew, into larger parlor 
groups, with the same free and 
open spirit. Discussions are specific 
rather than general. No Year Book 
records these meetings, and it is a 
phase of an F. A. A. convention that 
one can benefit from only by attend- 
ing. 

Entertainment is never stressed at 
an F. A. A: convention, but there 
will be the usual golf tournament 
on Tuesday afternoon, and a dinner 
at the Royal Yacht Club. A trip to 
Toronto’s famed recreational center 
is scheduled. The business session 
is brief; likewise reports. 

Those on the program outside the 
membership of the Assoc’ation in- 
clude Thurmond Chatham, presi- 


(Continued on page 563) 
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The Basis For Loans To Fur Manufacturers 


A study of the policies followed by successful operators. 


WALTER M. HEYMAN 


Vice President, First National Bank, Chicago 


thing as staple fur garments. 

Styles change rapidly. Public 
taste is in a constant state of flux. 
The manufacturer, whose business 
is dependent upon his ability to 
cater to style demands, must follow 
the trends of fashion and be able to 
foresee what general direction 
fashions will assume in the near 
future. Not only is an ever-increas- 
ing proportion of production being 
devoted to styling of furs, but 
efforts are continually being made 
to study consumer trends in fashion. 

The merchandising problem 
brought about by the dictates of 
fashion is one of scientific predic- 
tion as to what the fashion will be, 
and then the development of mer- 
chandising policies in line with the 
fashion trend. The alert manufac- 
turer is prepared at all times to 
meet the call of the prevailing styles 
and fashions. He does this primarily 
through the simple medium of keep- 
ing his stocks continua!ly moving. 

A loan officer may learn whether 
or not the manufacturer is follow- 
ing some method of plotting the 
trends of fashion, and forecasting 
fashion chanzes from season to sea- 
son. ‘“Guesses” and “hunches” 
should play no part in production 
plans for the coming season. It is 
well to check on the principal lines 
a fur manufacturing bcrrower is 
making, to determine whether those 
lines are ones which will be in de- 
mand. 

The progress of current modes 
and fashions can be determined 
first of all through the making and 
studying of charts.. This reduces to 
a minimum the number of mark- 
downs and lcsses which result from 
shifts in public taste. 

In charting fashion trends, author- 
ities keep two things in mind, 
namely: 


1. Fashions are not born in a 
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TF thing practically no _ such 


By NORMAN D. STONE 


Based upon conferences with: 


D. B. SILBERMAN 


President, Silberman Fur Corp., Chicago 


moment. They develop over a 
period of time. 


2. A new fashion makes no in- 
roads upon the accepted vogue 
unless it is supported by a large 
portion of buyers. 


Keeping these points in mind, the 


The fur business is primarily a style 
business. Fashion—not merely protec- 
tion from the cold—determines the 
purchase of a wrap like this. 


I. C. GREENBURG 


Publisher, Central Furrier, Chicago 


manufacturer can note the intro- 
duction of any given fashion, deter- 
mine through various sources of 
information how widely it is being 
accepted, and calculate from these 
facts how widely it will be accepted 
in the near future. On the basis of 
this advance knowledge, he can 
then plan his production schedule 
so as to turn out fur garments that 
will please the buyers. 

In view of the seasonality of the 
industry and the important role 
played by style, successful manu- 
facturers make up finished goods 
only after the orders are received. 
In general, the industry tends to 
comply with this practice. How- 
ever, there are some houses which 
carry stocks of considerable size not 
manufactured pursuant to advance 
orders. This method has created 
considerable loss during periods of 
depression. 

Overloading inventory is decided- 

ly one of the principal dangers in 
the business. The raw furs have no 
fixed value, because of the seasonal 
character of the industry and 
changes in style. However, the 
very seasonal character of the fur 
trade itself helps to correct this 
condition. While anticipating style 
trends and keeping in mind price 
appeal and originality, the success- 
ful manufacturer is careful a!so to 
plan his seasonal production to 
avoid the possibility of a carryover 
of raw material. 
.-Probably, the greatest hazard in 
the industry is. the inclination to 
speculate in raw materials. There 
is.a marked tendency—when the 
market is favorable—to make pul- 
chases which are beyond current 
requirements. The reason is that 
they anticipate a rise in the mar- 
ket price, or else they hope to be 
able to undersell competitors and 
still garner a profit. 


-The raw fur business is very re- 
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Success Policies Of Fur Manufacturing And Hazards They Avoid 


POLICIES 


]. An average for a normal sales volume is set 
up through the maintenance of a record of what 
has been sold in previous years. 

2. Stocks are to be kept continually moving and 
fashion trends closely followed. 

3. Merchandise is not to be made until orders 
are received. 


4, Requirements of raw furs are to be carefully 


HAZARDS 


1. Over-optimism as to sales may result in seri- 
ous inventory loss. 


2. Lack of attention to styles and sales effort may 
cut volume below the profit point. 


3. Manufacturing in advance of orders may re- 
sult in leftovers which may be unsalable. 


4. If an over supply of raw materials is bought, 


measured. 


5. A properly prepared budget is to be the basis 


of operations. 


§. Price cutting is to be avoided, and prices are 


to be such as will insure profit. 


7. Credits are to be given only to those who are ° 


entitled to such accommodations. 


ceptive to quick ups and downs in 
the market, and that makes rapid 
fluctuations in the price level of 
the materials and labor used in the 
manufacture of the fur garments. 
Price levels vary each season with 
the material and labor costs; and 
when the price falls, an overstocked 
condition creates a cons:derable 
loss. The only way a manufacturer 
can guard against this hazard is to 
carefully measure his requirements, 
and buy what he needs when furs 
are cheap. 

As protection against the hazard 
of speculation, loan officers gen- 
erally find it advisable to study a 
manufacturer’s past history: his 
tendency to speculate and his oper- 
ations over a period of years. 

The good character of the bor- 
rower is, of course, the most im- 
portant consideration, as a loan to 
a fur operator involves the highest 
type of moral risk. The rank and 
file of the manufacturers in the in- 
dustry have been found to be 
dependably honest. 

If the manufacturer applying for 
a loan lacks the necessary qualifi- 
cations to make a “go” of his busi- 
hess, other hazards scarcely need to 
be considered. So, it’s obvious that 
an analysis of the management is 
the loan officer’s first undertaking. 

He usually finds out whether or 
not the management has the neces- 
Saty ability, resourcefulness, and 
experience by looking into the past 
records of performance. This in- 
cludes all the phases that enter into 
the functioning of the business, such 
a direction of personnel, produc- 
tion, finance, sales, purchasing, and 
clerical details. 


It pays also to make a survey into 
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market declines may result in a loss. 


5. Operating on the basis of guesswork is likely 
to result in excessive production costs. 


6. Price cutting results in profit cutting. 


capital. 


the kind of records kept. An inti- 
mate knowledge of what these mean 
—over a period of years—discloses 
whether the management knows its 
business, or is just guessing. Judg- 
ment is based on the analysis of 
whether or not a profit has been 
made over a space of time consist- 
ent with the volume attained. 


This article is emphatically not a 
warning against lending money. Its 
purpose is to encourage safe lending— 
not to curtail it—and to inform loan 
officers regarding the points of man- 
agement which must be understood in 
passing on a credit in this industry. 


The experienced manufacturer 
has a properly prepared budget as 
to his requirements: the number of 
skins and the amount of labor 
needed to make up the garments, 


7. Careless credit granting ties up too -much - 


what his cost and selling price will 
be, and what he can reasonably 
expect to sell. 

From a survey of sales, one can 
determine whether the manufac- 
facturer is following his pricing, or 
deviating to get orders, by making 
undue allowances from what his 
selling price should be. A correct 
setup of his selling price by accu- 
rate figures—and the maintenance 
of the selling price at these figures 
—warrants loans. 


The failure of the manufacturer 
to price his goods on a basis that 
will enable him to earn a profit: 
above the cost of materials, labor, 
and overhead, constitutes a major 
hazard. To meet destructive com- 
petition, some manufacturers price 
goods too low; and when one starts 
cutting prices, others follow, be- 
lieving “if A can do it, so can we.” 

Price cutting manufacturers may 





I SE A OP LG RE NE OR in 8 NRT NaS 


ee eee 


neecunie aes 


laa tas 


ee ar OR OSTA: oth 


Protection Given A Fur Manufacturer 
By Each Type Of Insurance 


This is a check list. 


Few, if any, fur manufacturers will require all of these coverages. This list should 


be the basis for a study of the borrower's premises by an experienced insurance man, who will then recom- 


mend the insurance needed. 
not be separate policies. 


Name Of Insurance 


Automobile fire, theft, and 


collision 
Automobile non-ownership 


Automobile public liability 
and property damage 


Betterments and improve- 
ments clause (on fire policy 
on contents) 


Business accident 


Business interruption 


Business life 


Contractual liability 


Extended coverage en- 
dorsement on fire policy 


Fire (on building and con- 
tents) 


Forgery bond 


Hired car public liability 
and property damage 


Inside holdup 
Leasehold 
Malicious damage 


Manufacturers public 
liability 


Manufacturers property 
damage 


Messenger robbery 
Occupational disease (to be 


added to workmen’s com- 
pensation policy) 


Paymaster robbery 


Parcel post 


Personal accident 


Personal life 
Plate glass 


Safe burglary 

Sprinkler leakage 

Steam boiler 

Trailer public liability and 
property damage 
Transportation 

Truck cargo 

Water damage 


Workmen’s compensation 
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Many of these items are added to other policies as endorsements, and need 


Repays Losses Resulting From: 


The damage or loss of the insured automobile by fire, theft, or a 
collision. 


Claims for bodily injury or damage to the property of others caused 


by the automobile of an employee used in the service of the insured. 





The automobile of the insured causing injury, death, or damage to 
the property of others. 





Damage to equipment and other devices which a tenant adds to a 


rented building. 





An accident to the one insured. Certain amounts are paid to the 
business (rather than to the insured or a personal beneficiary) for 
dismemberments, loss of eyesight, or for death. 





Business being inoperative due to destruction or serious damage to 
building, machinery, or the raw product, resulting from fire, tornado, 
or other insured hazard (the insured is reimbursed for the net profits 
and the fixed charges thus lost). 





Death—the stated amount to be paid to the business (rather than 
to a personal beneficiary). 





Hazards assumed by the insured for which he would not otherwise 
be held liable. 





Damage by windstorm, hail, explosion, riot, aircraft property damage, 
and oil burner smudge. 





Fire damaging or destroying the insured property. 





Someone signing the name of the insured to checks, notes, or other 
documents in an attempt to obtain money or other property. 





Claims for bodily injury or damage to the property of others caused 
by an automobile or truck hired for the use of the insured, but not 
owned by him. 
Forcible possession being taken of personal property within the 
premises of the insured. 


A lease being terminated by a fire or other destructive element. 














; Vandalism or wilful physical injury to or destruction of the property 
of the insured. 





The injury or death of anyone not in the employ of the insured for 
which the insured is liable (including defense, and payment of all 
legal and first-aid expense). 


Damage to the property of others on the premises of the insured, 
except when caused by the burning out of an electric unit, the bursting 
of a flywheel, engine, boiler, or turbine, or by an elevator. 





Forcible possession being taken of money, securities, or goods (or an 
attempt to take) while in the custody of an employee outside the 
premises of the insured, during certain hours. 





Illness caused by the hazards which are constantly present in the 
regular operation of the named business. 


Forcible possession of money being taken from an employee who is 
distributing wages. 


Damage or total loss of goods while in transit as parcel post, regis- 
tered, or unregistered mail 


An accident to the one insured. Certain sums are paid for certain 
dismemberments, or for loss of eyesight, or for death, to a personal 
beneficiary instead of to a business firm (which would be business 
accident). 


Death—the stated amount to be paid to beneficiaries of the insured 
instead of to a business concern (which would be business life). 


Breakage or other damage to plate glass, specifically described. (The 


glass is usually replaced rather than a money payment being made). 
Personal property being stolen from a vault or safe. 


The discharge of water or other substance from Pa « mecpend system 
or from the collapse of a tank which is part of a sprinkler system. 


An accident to a steam boiler in which property damage or personal 
injury occurs. 


Claims for bodily injury, death, or damage to the property of others 
caused by an pow Mas trailer owned by or operated _ or operated 
for the insured. 


M8... 
Accident to goods in transit or loss by theft while in transit on public 
carriers (not including trucks). 


Accidents to goods being transported by motor truck owned or hired 
by the insured. 


in ee nD 
Property damage caused by the accidental discharge, leakage, or over- 
flow of water, steam, or other substance escaping from plumbing 
systems, tanks, heating systems, standpipes for fire hose, refrigerat- 
ing systems, and the like. 


Mm i... i. 3 | 2 
Injuries to workmen for which a workmen’s compensation law requires 
the emplover to pay. 


sacrifice profit to “get the jump” op 
rivals, and in this way, increase the 
volume of business. This practice 
of indulging in “profitless pros. 
perity” or “volume at any price” 
tends to jeopardize the manufac. 
turer’s financial standing. There. 
fore, such a practice serves as 
warning signal to the loan officer, 

Because of the high unit value of 
inventories at certain times of the 
year (as compared with the bor. 
rower’s capital), it is advisable for 
the banker to assure himself that 
the borrower is adequately pro- 
tected by insurance. The borrower 
should have protective equipment 
too, to the degree considered stand- 
ard for his location and the amount 
of inventory at risk. This shoul 
include vaults, firearms, gas, and 
police alarms. 

One line of investigation should 
determine whether the credit appli- 
cant is in the habit of perpetrating 
malpractices, such as substituting 
furs, failing to deliver, or making 
unseasonal deliveries. It is impor- 
tant to find out whether the manv- 
facturer lives up to his samples 
and always delivers that which he 
has agreed to supply. It is the 
definite responsibility of the manv- 
facturer to safeguard the retailer by 
having uniform standards of quality 
Nothing is so destructive and fata 
to business as to deliver a sub 
standard article, an article which 
is not as good as the sample. 

The perpetration of malpractices 
are to be interpreted as indications 
of inefficiency, carelessness, and 
irresponsibility. 

Unwise extension of credits i 
another thing which must bk 
guarded against, for a hazard def- 
initely arises from the extension o 
credits to those who are not en 
titled to such accommodations. Be 
cause of the long terms and the 
relatively high unit prices prevail- 
ing, it’s necessary for a manufac 
turer to carefully watch his credits 
Because the terms are long, and the 
unit prices high, there may be? 
tendency to overtrade, which mus 
be curbed. When a manufacture 
commits himself to an overly larg 
merchandising policy, he maj 
weaken his credit reserve. 

Spring and fall constitute th 
normal borrowing seasons. This 
the period of preparation for th! 
“heavy activity.” In June and Jul 
with the August fur sales in pros 
pect, and in November and Decetl 
ber, against the Christmas traé 
and the January sales, the man 
facturer does practically his whol 
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year’s work. The manufacturer 
may require capital from the bank 
to finance his inventory and his 
accounts receivable, to purchase his 
raw materials, or to finance his 
manufacturing operations. 

The manufacturer’s own capital 
should be adequate to provide him 
with his minimum inventory and 
fixed investment. His trade credit 
should be sufficient to finance his 
cost of goods—and his bank credit 
should be confined to his labor and 
overhead between season periods. 
From the bank, he should get 
enough to finance operations when 
money isn’t coming in from retail- 
ers. 

A city dealer buys his raw furs 
once a year, and, naturally, his 
turnover of inventory is less fre- 
quent. Consequently, he needs bank 
credit to finance his operations over 
the course of the year. The special- 
ist dealer doesn’t need credit for 
such a long period of time, because 
he can replenish his requirements 
during the year by buying from the 
city dealer. 

If a borrower has satisfactorily 
demonstrated his business, credit, 
and management policies as re- 
flected by his financial and operat- 
ing policies, he needs no other con- 
trol in this industry than is neces- 
sary in any other trade. 

A favorable sign and one which 
should stimulate the making of new, 
desirable loans is the fact that the 
experience of the industry over a 
period of five years, ending in 1938, 
shows a safe relationship between 
the volume of business and bad 
debts. Fur operators obviously 
haven’t made too many inventory 
errors, or it would show up in a 
higher rate of insolvency than the 
records disclose. Thus, the esti- 
mated average of bad debts is less 
than three-fourths of one per cent 
over a period of the last five years, 
which may be regarded as a normal 
term. 

The chief elements in the business 
which go toward insuring success 
are: 

There is now a strong consumer 
appeal for furs which is on the in- 
crease. It’s a change from a con- 
Seftvative view to a carefree out- 
look in life. As a result of this 20th 
century development, women are 
relatively putting more money in 
furs than in diamonds. 

There’s always a_ replacement 
demand, since furs are not a dur- 
able lifetime investment. 

There is a constant style change 
from season to season, necessitating 
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Photo by Schuyler Crail 


Typical of current styling is this attrac- 
tive bolero and hat combination of 
Safari Brown Alaska Sealskin, from 
Williard H. George, Ltd., worn by Rose- 
mary Lane, screen star. 


a demand for labor and new skins. 
Even when women don’t buy new 
furs, they have to restyle their old 
ones. 

The rapid trend of style changes 
is greatly offset by the high salvage 
value of furs. Even though a fur 
operator may be caught with an 
inventory of madeup garments, he 
has a tremendous salvage value in 
them by merely redesigning the 
the furs. The furs are made up of 
separate skins which can be recut 
at will. 


Fur stocks are usually completely 
turned over once a year with no 
surplus of desirable articles held 
over from one year to another. The 
animals are caught during Decem- 
ber, January, and February, manu- 
factured over the summer months, 
and are in the hands of the con- 
sumer by August. 


It is an industry which doesn’t 
lose contact with the consumer, 
since the consumer comes into the 
retailer’s quarters every year. For 
example, since furs are perishable 
and subject to moths, they must be 
placed in cold storage vaults during | 
the summer. By providing facilities 
for this purpose, the industry thus 
has an annual opportunity to serv- 
ice the consumer’s furs. 


Advances in chemical research 
with regards to the dyeing and fin- 
ishing of skins have made rapid 
progress, and new effects have been 
created, thus stimulating the de- 
mand for furs. The art of design 
also has improved tremendously 
in the last 10 years. A fur coat is 
now a thing of beauty as well as a 
garment designed to insure the 
maximum degree of warmth. 


The fur manufacturer is not un- 
der the necessity of planning his 
production and sales for an ex- 
tended period, or of making a heavy 
outlay for raw materials. He plans 
his production and sales for a rela- 
tively short period, with the result 
that he tends to be able to estimate 
the amount of raw material and 
other production of requirements 
with a greater degree of accuracy 
than the manufacturer of some 
other product who is compelled to 
plan for a much longer period. 


It doesn’t require a tremendous 
amount of money invested in fixed 
assets. Most of the capital is work- 
ing capital. Indeed, the manufac- 
turer doesn’t have to buy a whole 
year’s supply of raw materials in 
advance of manufacturing. Since 
the dealer is the one who carries 
the burden of inventory, he finances 
the year’s supply, and takes the 
risk of inventory fluctuation in 
advance of manufacture and con- 
sumption. 


Any son is soon lost if he tries to 
operate his business by the same 
methods as those used by his father 
—methods must be adjusted to new 
conditions. 


The right insurance can change 
a doubtful credit risk into a safe 
borrower. 
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ARTWHEEL, our bank house- 
C organ, is just out, and a stack 
of copies has been put on the 
table under the time-clock. They 
represent about a dozen hours of 
work—counting everybody’s con- 
tributions—and a dollar spent for 
paper and stencils. The speed with 
which they are picked up and read, 
by officers and employees alike, 
makes the staff feel that the job is 
worth doing. 

In this issue, the bank president 
tells of his recent holiday trip. A 
column called “Across the Counter” 
carries personal items of people and 
happenings in and around the bank. 
One of the girls gives a short review 
of a best-seller book. One article 
reviews the activities of the bowl- 
ing team. Another tells about the 
personal loan department and how 
employees can help the bank im- 
prove its business. Still another 
gives an interesting history of the 
bank. 

Reading articles like that make 
employees and officers feel friendly 
toward each other. Employees feel 
prouder of their jobs and seem to 
develop-more interest in what they 
can do to get ahead. 

We have 65 employees, and our 
regular routine of work doesn’t give 
us much chance to know what the 
people outside our own depart- 
ments are like, what their jobs are, 
what they think about their work, 
and what they do outside of office 
hours. 

We used to have general meetings 
of employees, but it’s pretty hard 
to get a group as large as ours to- 
gether. During the winter months, 
many go into Chicago to attend a 
class at the American Institute of 
Banking or at one of the univer- 
sities. Besides, the officers are re- 
luctant to allow evening meetings 
since the Wages and Hours Act has 
gone into effect. 

Our house-organ does the work 
of general meetings—and much 
more. It helps us to know what 
each department is accomplishing, 
to learn more about our own jobs, 


540 


Bank Paper Stimulates Staff Morale 


This house organ serves to inform and inspire em- 
ployees and this results in renewed interest in the bank 
and the part they have in bettering customer service. 


By RAY RAPPUHN 


Assistant Paying Teller, Editor, Cartwheel, 
Oak Park Trust and Savings Bank, Oak Park, Ill. 


and to see the human side of our 
fellow workers. 

Cartwheel is a revival of an idea 
originated in 1935 by a woman in 
our publicity department. The name 
“Cartwheel,” is, of course, the 
nickname for a silver dollar. The 
“C” in our heading resembled the 
obverse face of the old coin that is 
now almost extinct. Around the 
edge of the “C” we inserted the 
motto, “Only a few in circulation.” 

When our publicity department 
was discontinued in 1935, the pub- 
lication was dropped. At the begin- 
ning of 1939, some of the boys who 
had been working on the old house- 
organ as reporters approached Mr. 
Wegner, our cashier, and asked 


The bank's suggestion and idea 
box is also utilized as a “postoffice” 
for news items and other house 
organ contributions from employees. 
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him if we could not try our hand 
at reviving it. We felt that there 
was something missing in the 
friendliness of our organization 
since the house organ had been dis- 
continued. Besides, we missed the 
chance to blow off steam and ex- 
press ourselves. 

Mr. Wegner agreed with us that 
the house organ could do a great 
deal in creating good will, as well 
as keeping employees posted on the 
things they should know about work 
in the bank. 

We chose an editor and a manag- 
ing editor to plan a monthly issue 
and to lay out the paper before it 
was sent to the mimeographing de- 
partment for release. A member of 
each department in the bank was 
chosen to act as a news reporter. 
We even set a “deadline,” to give 
reporters an idea as to when the 
news was needed for publication. 

A Suggestion Box was placed in 
the savings department and a notice 
posted on the bulletin board invit- 
ing members of the bank to turn in 
contributions. 

Cartwheel usually has four mim. 
eographed pages, and each page is 
divided into two columns. Few of 
us have had any training in jour- 
nalism, so we don’t lay out the 
magazine according to strict jour- 
nalistic principles. We just do our 
best and make improvements as we 
go along. 

On the front page, we usually 
run an editorial discussing some 
bank problem. This is sometimes 
written by one of the officers. 
Sometimes, it is a digest of an espe- 
ciially worth-while article that ap- 
peared in a bankers magazine. 
Occasionally it is written by one of 
the employees. An editorial about 
the prestige of working in a bank 
was written by a clerk in the tran- 
sit department. 

We always have a cartoon on the 
front page giving a humorous angle 
on the problem discussed in the 
editorial. I am interested in draw- 
ing, so the cartoons were assigned 
to me. 
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BANK MOURNS PASSING 
OF LOYAL EMPLOYEE 


To the many friends 
of Martin White, our My 
popular guard, the news},\" 


We give a front page spot to the 
most important news items which 
have been turned in by our report- 
ers. In one issue, we ran a front 
page story of the revolver team in 
our bank placing in a national con- 
test. In another issue, the lead story 
was a human interest feature about 
the man who had served as guard 
in our bank for many years and 
who had just passed away. 

The most interesting section of 
our house-organ is the personal 
column, “Across the Counter.” The 
entire last page is usually reserved 
for this feature. Material for it 
comes from the news items turned 
in by reporters from each depart- 
ment. The column is conducted by 
the managing editor. 

The other pages in the issue are 
filled with articles turned in by of- 
ficers and employees. In case we 
don’t have quite enough, we use 
“fillers” from bank publications. 

Each month, we publish an article 
on the hobby of a member of our 
staff. We discovered that one mem- 
ber was a scoutmaster and got an 
interesting article from him about 
his hobby. We asked a girl who 
collects match boxes to write an 
article about the fun she gets out 
of it. We’re planning to get a story 
from a boy who builds excellent 
ship models. 

If a new employee is added to the 
bank’s staff, we interview him 
about his training, experience, 
hobbies, church affiliations, and any 
other items he’d like to add. Such 
an article helps the new employee 
feel quickly that he is a member 
of a very friendly group. When 
new equipment is added to one of 
the departments, we get a little 
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story on it, telling how the new 
equipment will help the bank do 
its job better. 


It is our aim to make Cartwheel 
of help in giving employees a better 
understanding of the functions of 
the entire bank and the activities of 
each department. Such an under- 
standing, promotes greater co-oper- 
ation among employees. We run an 
educational feature of this type in 
each issue. One was written by the 
officer in charge of the personal 
loan department. In it, he told how 
this department started, how it 


Technique For Publishing 
A House Organ 


1. Appoint an_ editor-in-chief 
and a managing editor to plan 
each issue and arrange the con- 
tributions for publication. 


2. Appoint a reporter in each 
department to watch for news 
items. 


3. Put a suggestion box in a 
conspicuous place in one of the 
departments for contributions 
from other employees. 


4. Set a deadline for all news 
and articles to be handed in. 


5. Select contributions, edit the 
news, and lay out the paper. 


6. Have paper typed and run 
off on the duplicator. 


7. Put copies on a table under 
the time clock, where employees 
can get them easily. 


STEADILY EXPANDING 
* * @# 
-1Each of us is not ex- 
pected to knew all 
about every department 


functions, and what plans are be- 
ing made for its development. An- 
other was written by the head of 
the bond investment department 
and compared problems of today 
with those of 10 years ago. Another 
article told why the service charge 
is necessary in banks, with odperat- 
ing expenses of today compared 
with those of 10 years ago, and the 
amount of revenue secured through 
the service charge. 

One article reported that our bank 
had reached the 10 million dollar 
mark in resources for the first time 
since 1929. Just now, one of the 
officers is preparing an article on 
how employees can help the bank 
increase its profits and give better 
service. 

Our printing department is doing 
an excellent job in helping the bank 
to cut down operating expenses, and 
we told about it in the following 
article: 


Mr. Richeimer reports that all the bank’s 
printing, with the exception of checks and 
envelopes, is now being done by him on the 
Multigraph duplicator machine. So far, a 
total of 656,614 forms of various kinds have 
been printed, of which 229,000 were com- 
mercial deposit tickets. The quantity of 
paper consumed in printing these forms 
amounted to three and one-half tons. One 
of the latest undertakings is the printing of 
checking account statements, which should 
result in a considerable saving to the bank. 


In some issues, we run a quiz 
column, which we pattern after the 
quiz programs that have had such 
popularity on the air lately. One 
quiz column which we used was the 
following: 


ASK YOURSELF: 


We have assembled a few questions 
to test yourselves. These are general 


(Continued on page 562) 
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How The Law Controls Trust Operations 


VII. Taxation Of Common Trust Funds 


Small trust accounts widen any trust department’s opportunity for service 
and open the fiduciary field to many smaller banks. If these trust funds can 
be grouped for investment purposes, without taxation penalties, the chances 
for both greater service and greater profit are materially strengthened. 


By LAWRENCE R. BLOOMENTHAL 


Attorney and Tax Consultant, Chicago, Ill., and Des Moines, Ia. 


OT only are fiduciaries for- 
N bidden to mingle personal 

funds with those of trusts 
under their control, but in the 
majority of states, each such fund 
must be invested as a _ separate 
entity. While these rules were for- 
mulated solely for the protection of 
beneficiaries, they have substan- 
tially hindered the development of 
small trust business. 

Under these conditions, some 
banking officials insist that it is 
both impractical and unprofitable 
to accept trusts in which less than 
$50,000 is available for investment. 
Others believe that as little as 
$10,000 can be handled success- 
fully. Without passing on the merits 
of either claim, it is obvious that 
the income of a trust account must 
be sufficient to provide a reasonable 
compensation to the trustee. 

Prior to 1936, some of these diffi- 
culties were overcome by statutory 
amendments granting legal recog- 
nition to investments in com- 
mingled funds. Other solutions de- 
signed to attract a large volume of 
business from middle-class inves- 
tors were worked out under pri- 
vate agreements which granted 
fiduciaries wide discretion in ad- 
ministering the funds entrusted to 
them. 

However, early in 1936, a ruling 
of the United States Circuit Court 
of Appeals temporarily defeated 
these attempts to administer small 
trusts in an economical manner. In 
Brooklyn Trust Co. vs. Commis- 
sioner,() it was held that a com- 
bined fund investing money con- 
tributed by a group of trusts was 
an association taxable as a corpora- 
tion under federal income tax laws. 
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Accordingly, income taxes at cor- 
poration rates had to be paid on 
the earnings of the combined invest- 
ment fund even though the entire 
amount was currently paid over to 
the participating trusts. 

In addition, the recipients were 
required to report their pro rata 
share of the earnings as income for 
tax purposes, thereby imposing a 
double tax burden. Because this 
ruling produced the same result as 
if the fund were engaged in busi- 
ness primarily for its own profit, 
representative bankers contended 
that it was unfair. 

Within a short time, Congress 
amended the revenue laws, express- 
ly exempting a specific class of 
commingled investment funds. Al- 
though such an exemption could 
have been extended to various 
types of investment trusts, pools 
and syndicates, it was limited to 
“common trust funds,’ maintained 
by a bank or trust for certain spe- 
cified purposes. The report of the 
Senate Finance Committee on Sec- 
tion 169 of the Revenue Act of 1936 
stated that: 


“Common trust funds serve a good 
social purpose in that they permit a bank 
or trust company to diversify the invest- 
ment of (individual) funds and result in a 
greater and more certain yield to those 
(desiring) to establish trust funds small in 
amount”. 


As amended in 1938, Section 
169(a) exempts “common trust 
funds” which are defined as funds 
“**maintained by a bank**” 


(1) 80 F (2) 865; See: CCH Trust and Ees- 
tate Law Service, p. 29.706, swmmarizing 
speech of Walter Wyatt, Gen. Counsel, 
Federal Reserve Board. 

(2) See: Symposium on common trust funds 
publ. in “Law and Contemporary Prob- 
lema’’, Duke University, Summer 1928. 


1. exclusively for the collective investment 
and reinvestment of moneys contributed 
thereto by the bank in its capacity as 
a trustee, executor, administrator or 
guardian; and, 

2. in conformity with the rules and regu- 
lations prevailing from time to time of 
the Board of Governors of the Federal 
Reserve System pertaining to the col- 
lective investment of trust funds by 
national banks. 

While Congress intended to en- 
courage the establishment of com- 
mon trust funds, it was realized that 
the rule against commingled invest- 
ments was fundamentally sound 
and that definite limitations must 
be imposed for protection of the 
public. But, instead of incorpor- 
ating detailed rules in the law it- 
self, Congress merely set out a 
broad definition and then made 
compliance with Federal Reserve 
Board regulations one of the con- 
ditions for acquiring a tax-exempt 
status. Although any regulations 
prescribed by that board are legal- 
ly binding on national banks only, 
institutions operating under state 
charters must abide by them also 
if they wish to establish and main- 
tain tax-exempt common trust 
funds. (?) 


Legality Of Investment 


Despite their improved treatment 
for tax purposes there are still 
several obstacles to the wide- 
spread use of common trust funds. 
Essentially, such a fund is merely 
another type of investment for trust 
assets. Instead of investing each 
trust in separate securities, the fidu- 
ciary sets up a “common fund” in 
the form of a trust; then money 
from eligible trusts is used to pur- 
chase an interest or “participation 
in the common fund. 
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National banks may not invest 
trust funds in this manner unless 
granted specific authority by: (1) 


a deed, will, or trust agreement, or, 
(2) unless the laws of the state in 
which they are located authorize 
or permit such investments by state 
banks, trust companies, 


or other 
corporations which compete with 
them. 


At the present time, ten states 
recognize the validity of collective 
investments by state-chartered in- 
institutions.(3) As a result, national 
banks operating in New York, Ohio, 
Vermont, Pennsylvania, Delaware, 
Oregon, Indiana, Minnesota, Ken- 
tucky and North Carolina may 
establish and maintain common 
funds for the investments of assets 
received or held in their trust capac- 
ity. It is not yet clear, however, 
whether commingled investments 
are lawful under the statutes of the 
remaining states. 


Some authorities are of the opin- 
ion that individual trusts could 
purchase participations in a com- 
mon fund whose entire assets were 
invested in governmental bonds or 
other securities on the approved or 
legal lists. Until this point is set- 
tled by statutory amendments or 
court decis'ons, however, banks or 
trust companies are unl‘kely to fol- 
low this line of reasoning. In one 
state, Oklahoma, the courts have 
approved commingled investments 
of trust funds. The facts involved 
in the case which announced this 
tule were not exactly analagous to 
4common trust fund and other states 
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may not adopt the same attitude. 
Trust officials concerned with the 
development of commingled invest- 
ment funds should interest them- 
selves in securing explicit enabling 
legislation. 


Contractual Investments 


In states where there is no statu- 
tory authority for commingling 
trust funds, it is possible to author- 
ize such action by express provi- 
sions in the will, deed, or other in- 
strument creating a trust. The set- 
tlors of existing revocable or 
amendable trusts may confer this 
power upon trustees by executing 
the necessary amendments. As new 
trusts are created, participation in 
a common investment fund should 
be authorized in appropriate lan- 
guage. (3a) 
While the Revenue Act and the 
Federal Reserve Board Regulations 
use the term “common trust funds”, 
it is quite possible that modifica- 
tions of the present plan may also 
be exempted under another descrip- 
tion at some future date. There- 
fore, the investment powers of 
(3) See: “Common Trust Fund Legislation” 
Robt. W. Bogue, in “Law and Oontem- 
porary Problems’, ftnote 2. Kentucky's 
statute enacted in 1938 and adoption of 
Uniform Common Trust Fund Act by No. 
Carolina, effective July 1, 1939 are the 
latest developments; Par. 29.832, OCOH 
Trust and Estate Law Service. Massachu- 
setts to study common trust funds and 
report on House Doc. 245 in 1940. Con 
necticut, Nebraska, and South Carolina 
considered enabling statutes, but took no 
action in ’89. 

(8a)See: “Fed. Res. Board Regulation of Com- 

mon Trust Funds’ by CO. A. Capron, “Law 

and Contemporary Problems, ftnote 2. 

P. 31, Handbook “Common Trust Funds” 


(1939) publ. by Trust Division American 
Rankers Aasen. 


(4) 


trustees should be 
broadly. 

The Trust Division of the Ameri- 
can Bankers Association suggests 
the following clause for insertion 


in deeds and wills: 


stated very 


“The trustee is authorized to invest and 

reinvest the funds of this trust in such 

bonds, real estate mortgages, stocks and 

other properties as it, in the exercise of 

its sound discretion, shall deem advis- 

able, including investments in any com- 

mingled fund for trust investment, whether 

or not termed a common trust fund, which 

may be established and operated by and 

under the sole control of the trustee, and 

particularly including investment in Fidel- 

ity Fund Z.” 

This model provision has been care- 
fully drafted in order to cover con- 


tingencies which may later arise.‘) 


Establishment 


After it has been determined 
that the trustee possesses statutory 
or contractual authority for pro- 
ceeding with investments in a com- 
mon fund, the fund itself must be 
established in accordance with 
Regulation F of the Federal Reserve 
Board. Although legally binding on 
national banks only, in actuality, 
Regulation F must be obeyed by 
state banks and trust companies if 
they wish to maintain “common 
trust funds” which are exempt from 
federal income, capital stock, and 
excess profits taxes. Since there 
would be very little incentive for 
creating such a fund without the 
benefit of tax exemptions, com- 
pliance is absolutely essential. 
Exemption from state corporation 


(Continued on page 546) 
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ECORDAK JUNIOR, in the seven 

months following its introduction, 

has been installed by more than 700 
small community banks. 

Why? Because, with RECORDAK 
JUNIOR on the job, they can enjoy the 
safety, accuracy, and net operating econ- 
omies now effective in nearly 3000 of 
the largest, most modern banking in- 
stitutions. 

RECORDAK JUNIOR provides a new 
and much-appreciated type of customer 
service... a new low in operating costs 
. .. anew high in the speed and economy 


with which bookkeeping and _ transi 
operations can be handled... and mos 
important of all, the protection of pho 
tographic accuracy for bank, officers 
and depositors alike. 

RECORDAK JUNIOR is a compac¢, 
manually-operated desk model that pho- 
tographs all bank forms up to and it 
cluding legal size, either one or both 
sides, at a speed of over 2500 an how. 
Checks may be photographed, either ont 
side only or both sides, at this speed 
At the flip of a switch, RECORDAK 
JUNIOR becomes either a photographii 
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recording machine or a reading device. 

The $12.50 monthly rental includes 
installation and maintenance, plus the 
services of highly skilled, bank-trained 
representatives. For further information, 
write Recordak Corporation, Subsidiary 
of Eastman Kodak Company, 350 Mad- 
ison Avenue, New York, N. Y. 


Just *12* monthly 
rental... and no 
capital outlay 
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How The Law Controls 
Trust Operation 


(Continued from page 543) 


taxes, however, is still unsettled— 
although New York has ruled that 
they are subject to the franchise 
tax based on net income.(>) 

The basic requirement of Regula- 
tion F is a written plan approved by 
the bank’s board of directors and 
by competent legal counsel. Every 
restriction on the purposes, activ- 
ities and manner of operating the 
fund which is mentioned in the 
Regulation should be incorporated. 
Otherwise, the fund may not 
qualify for exemption under Sec- 
tion 169 of the Revenue Act of 
1938.6) 


Participation 


Terms and conditions governing 
the admission and withdrawal of 
participations are prescribed in 
Regulation F and must form a part 
of the plan. The type of trust elig- 
ible to participate is not mentioned, 
but there has been considerable 
discussion regarding the advisabil- 
ity of excluding revocable trusts. 

In New York, the statutes limit 
participation to irrevocable trusts, 
since it was believed that settlors 
could cause a “run” by suddenly 
exercising their powers of revoca- 
tion and withdrawing their pro 
rata shares. While this may have 
been true at one time, the Reserve 
Board’s Regulations now require 
written notice of intention to with- 
draw and withdrawals cannot be 
made oftener than once in every 
three months. Any reasonable time 
limit, such as five or ten days, can 
be fixed in the plan for filing with- 
drawal notices, but the three 
month’s interval between changes 
in participating trusts is compul- 
sory. Consequently, there is little 
danger of “runs” because of stock 
market fluctuations. So far, New 
York is the only state to have 
adopted this limitation on eligibil- 
ity.(7) 


“ 


Eligibility Restrictions 


Common trust funds are not in- 
tended as a substitute for savings 
accounts or as a device for specula- 
tion in securities. Therefore, only 
trusts which were created and are 
being used for bona fide fiduciary 
purposes may be admitted to par- 
ticipation. It is imperative that 
every plan contain an unqualified 
statement to that effect. 

Only trusts being administered by 
the bank which establishes a com- 
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mon trust fund may participate. The 
practical application of this rule is 
quite clear when a bank is acting 
as the sole trustee. But, it is doubt- 
ful whether trust funds held by the 
bank and an individual as co-trus- 
tees are eligible. 

Both the Revenue Act and the 
Reserve Board’s Regulation F re- 
quire a common trust fund to be 
maintained ‘“**exclusively**” by 
the bank establishing it. This is a 
rather ambiguous requirement, but 
apparently it means that control 
over the contributions to the fund 
and the assets purchased therewith 
cannot be shared with any other 
person, firm or corporation. 

However, one co-trustee ordinar- 
ily has no lawful right to vest 
entire control in the other trustee 
over trust assets or the securities 
in which they are invested. Yet, 
this is the only condition upon 
which any trust can be admitted to 
participation in the common fund. 
This point needs to be clarified for 
national banks by a change in Re- 
serve Board Regulations while 
state banks will have to obtain 
statutory amendments in their 
respective jurisdictions. (%) 

Even though participation in a 
commingled fund is permissible for 
a specific trust, it will not be ad- 
mitted unless each investment of 
the common fund is in itself a law- 
ful investment for that trust. This, 
of course, protects the beneficiaries 
as well as the trustees of individual 
funds. 

Regulation F explicitly forbids a 
bank administering a common 
trust fund from investing any of 
its own funds therein or from ac- 
quiring and holding any interest in 
a participation, except for a tem- 
porary period. Nor is the bank al- 
lowed any personal interest in the 
assets to which it holds title as 
trustee of the commingled fund. 
However, the Federal Reserve 
Board has qualified this rule by ex- 
plaining that it is proper and per- 
missible for the bank to own other 
stocks, bonds or securities issued by 
the person, firm or corporation 


City Bank Farmers Trust Co. va. Graves 
(1936) 272 NY 1, 3 NE (2d) 612. How- 
ever, ruling might be different since 
enactment of Sec. 169, Rev. Act of 1936, 
as amended. 

Regulation F, Sec. 17 (c) (1) issued by 
Board of Governors of the Federal Re- 
serve System, effective Dec. 31, 1937. 
Reg. F. Sec. 17 (ec) (4); also: “Common 
Trust Fund Legislation’, ftnote 3. 


(7) 


(8) Reg. F. Sec. 17 (a), Sec. 17 (ce) (8) 

(9) Sec. 17 (a) 

(10)Sec. 17 (5); P. 13, Handbook “Common 
Trust Funds’, ftnote 4. 

(11)P. 43, Handbook “Common Trust Funds’, 
ftnote 4; Reg. F. Sec. 17 (ec) (2) and 
(6) to (8) 


whose obligations have been pur- 
chased by a common trust fund.(9) 


Size 


A minimum of 10 participating 
trusts is mandatory; the maximum 
is dependent only upon the number 
which can be administered con- 
veniently and economically. Some 
common trusts now in operation 
have a total investment of over 
$4,000,000 contributed by more than 
700 trusts. Responses to a survey 
by the American Bankers Associa- 
tion indicate that the amount of 
money available for investment was 
perhaps a more important factor in 
determining operating economies 
than the number of trusts entitled 
to share in the common income. In 
smaller institutions, at least $200,000 
should be available in order to 
make a commingled fund a profit- 
able piece of business for the bank. 

The expense of additional book- 
keeping and correspondence may 
offset savings in other directions if 
too many small trusts become in- 
terested in any one fund. There- 
fore, a cost accounting analysis of 
trust department operations is the 
only accurate means of ascertain- 
ing the most desirable maximum. 
There is no necessity, however, to 
provide any fixed limits in this 
respect when drafting plans.(/? 


Management Of Fund 


Title to all assets of a common 
trust fund is vested in the bank 
acting as a trustee, but the details 
of management are carried out by 
a “trust investment committee” 
composed of bank officials. No 
limit is placed on the number or 
position of the members of this 
committee. Regulation F, however, 
confers many important duties upon 
the group regarding admissions and 
withdrawals of participations, peri- 
odical valuation of assets, regula- 
tion of investment policies, and 
allocation of receipts to principal 
and income.(??) 


Admissions And Withdrawals 


Approval of the trust investment 
committee is a prerequisite for the 
investment of any trust’s assets in 
a common fund. Consent may be 
refused if the committee believes 
that the trust was not created, or is 
not being used, for bona fide fidu- 
ciary purposes, or if it finds that 
any investment of the common fund 
is unlawful for a specific trust. Per- 
mission to invest can be denied also 


(Continued on page 557) 
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Reserve Bank Facilities 
For Home Financing 

(Continued from page 531 
nearly half of the 3,000 counties in 
the United States lacked adequate 
home-financing facilities—if, in- 
deed, they had any at all. 

Circumstances leading to the 
creation of Federal savings and loan 
associations were in many respects 
similar to those which led to the 
establishment of national banks. As 
the banking institutions of the 
country were loosely regulated and 
without any element of unity until 
after the Civil War, so until 1933 
there was in the United States a 
heterogeneous group of thrift and 
home-financing institutions which, 
although numerous, were poorly dis- 
tributed; and, although many of 
them were sound and progressive, 
others were wholly incapable of 
meeting the home-financing needs 
of their communities. 

There were varying supervisory 
“systems” in some states for thrift 
and home-financing institutions; in 
others, none at all. Supervision was 
either too loose to safeguard inves- 
tors and the public or too restric- 
tive to permit sound operations; 
often, it was obviously intended to 
throttle the industry. Unsound lend- 
ing policies and the outmoded pro- 
cedures of some institutions—with 
complicated provisions for fines, 
fees, forfeitures, commissions and 
discounts—damaged the prestige of 
the good institutions and handi- 
capped leaders of the industry in 
their efforts to win and deserve 
public confidence. 

The establishment of the Federal 
savings and loan associations 
brought about marked and desir- 
able changes in the entire home- 
financing industry. The progressive 
state-chartered institutions were 
given the recognition they deserved 
by the adoption of their policies 
in the Federal charter; the others 
were faced with the choice of re- 
habilitating themselves or gradually 
fading out of the picture. Under the 
influence of Federal laws and regu- 
lations, state laws began to be 
shaped to raise the standards of 
institutions operating within their 
jurisdiction. For the first time, the 
industry itself began to evolve broad 
policies which would make the posi- 
tion of borrowers and savers more 
secure and assure increased public 
recognition. 

Analysis of the development of 
our national banking system, as we 
know it today, reveals an evolu- 
tionary process of striking, com- 
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parative significance: 


1. Initial formation as a result 
of efforts to bring unity and 
organization into a field of 
banking characterized by lack 
of unity and disorganization. 

2. Development concomitantly 
with a system of similar 
financial institutions under 
state regulation. 

3. Enrollment in a strong cen- 
tral reserve system. 

. Federal insurance of deposit 
accounts. 


These, it should be remembered, 
are the steps found in the develop- 
ment of national banks. But, with 
very slight changes, the formula 
applies also to Federal savings and 
loan associations, and to their rela- 
tionship with state-chartered insti- 
tutions and the Bank System. Just 
as the Act of 1863 provided for the 
voluntary conversion of state banks 
into national banks, so did legisla- 
tion of 1934 provide for the con- 
version of state-chartered savings 
and loan associations into Federals. 
And today, of the 1,376 Federals, 
740 originally were operating under 
state charter; only 636 are newly 
established institutions. 

Extreme care was taken in the 
establishment of these associations. 
Each application was thoroughly 
investigated as to whether the new 
institution would conform to the 
following four principles set forth 
by statute: 1. The persons incor- 
porating the association had to be 
of good character and responsibility; 
2. there had to be a necessity in the 
community for such an institution; 
3. there had to be a reasonable 
probability for its usefulness and 
success; and 4. there had to be some 
assurance that its establishment 
would cause no undue injury to 
properly conducted, existing thrift 
and home-financing institutions. 
Failure to qualify in any one of 
these respects caused the denial of 
an application. In many cases, the 
additional precaution was taken of 
holding a hearing at which all in- 
terested persons had the opportu- 
nity to voice their views. 

Since their establishment, it is 
true, these associations have met 
with criticism, just as the establish- 
ment of national banks—and the 
Federal Reserve System for that 
matter—were greeted by outcries 
against Federal regulation. Even 
now, there are accusations that the 
chartering of Federals has tended to 
result in “over banking”. There is 
ample evidence to refute these con- 


tentions. Records show that the 
Bank Board has adhered conscien- 
tiously to the law in establishing 
new institutions. Careful consider- 
ation has been given to community 
need, and the conservative charac- 
ter of charter granting is reflected 
to some extent by comparison with 
the record for banks. In 1934, the 
Board established 424 Federals 
throughout the country, while 732 
new banks and bank branches were 
opened; in 1935, the ratio was 250 
banks to 149 Federals; in 1936, 177 
to 57; in 1937, 201 to 26; and in 1938, 
73 to 6. 


The growth of Federal associa- 
tions is further evidence of the 
necessity for their existence and the 
manner in which they have won 
public confidence is without parallel 
in the thrift and home-financing 
field. In 1934, the 639 existing Fed- 
erals—including mew and_  con- 
verted institutions—had private 
share investments of $80,830,000. By 
the end of 1936, there were 1,212 
Federals with private share invest- 
ments of $478,637,000. By the end 
of 1938, there were 1,368 Federals 
but the numerical increase of 156 
institutions did not by any means 
explain the striking growth in pri- 
vate share investments to a figure 
of $858,790,000. That growth ob- 
viously was due to the public’s con- 
fidence in the Federals themselves 
—and that confidence is being em- 
phasized day by day. The March, 
1939, reports of 1,375 Federals 
showed private share investments 
of $927,821,000. As of June 30, 1939, 
only 1,316 Federals had reported, 
but they revealed private share 
investments of $951,253,000—an in- 
crease which justifies the belief that 
the Federals in existence at the end 
of 1938 will have increased their 
private investments by at least 25% 
by the end of the present year. 


Because of the evident similarity 
between many of the functions of 
the Federal Reserve System and the 
Federal Home Loan Bank System 
and the inevitable comparisons that 
are made, it is necessary to under- 
stand that the statutes governing 
the Federal Reserve are decidedly 
more far-reaching than the powers 
granted the Home Loan Bank 
Board. The purpose of the Federal 
Reserve Act was “to provide for 
the establishment of Federal Re- 
serve Banks, to furnish an elastic 
currency, to afford means of redis- 
counting commercial paper, to 
establish a more effective supervi- 
sion of banking in the United 
States, . . .” It influences open- 
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market operations to a large degree; 
it may alter requirements as to re- 
serves to be maintained by member 
banks against deposits and it may 
regulate credit. It can determine 
discount rates and control interest 
rates on deposits. It has authority 
over national banks exercising trust 
powers or acting in fiduciary capac- 
ities, and it has complete power to 
remove Officials of or suspend mem- 
ber banks for unsafe and unsound 
practices. The Federal Reserve 
Banks not only have broad powers 
in granting credit accommodations, 
but have the authority to issue Fed- 
eral Reserve Bank notes, to act as 
clearing houses, and as collection 
agencies for their member banks. 


It is obvious that the powers and 
duties and nature of the operations 
of the Federal Reserve System in 
the field of commercial banking 
and the stabilization of general 
business conditions are naturally 
more comprehensive in scope than 
those conferred by law upon the 
Federal Home Loan Bank Board in 
order to enable it to provide a per- 
manent reservoir of credit for the 
thrift and home-financing institu- 
tions of the United States. However, 
in regard to the making of advances 
to its members, the Federal Home 
Loan Bank System in effect per- 
forms substantially the same type 
of service for local savings and loan 
associations as does the Federal Re- 
serve System for commercial banks. 
By means of the Federal Home 
Loan Banks’ capital stock and their 
ability to market consolidated de- 
bentures, the System is able to 
supply a central reservoir of credit 
available at all times to its mem- 
bers. The vastly different activities 
of the commercial banks compris- 
ing membership in the Federal Re- 
serve System, as contrasted with 
the very specialized activities of 
savings and loan associations and 
similar thrift institutions, naturally 
require the rendering of different 


types of services by the two Sys- 
tems. 


Unlike the Federal Reserve Banks, 
the Federal Home Loan Banks have 
no power to issue currency. The 
Home Loan Banks, on the other 
hand, are authorized to issue deben- 
tures, bonds or other obligations 
upon such terms and conditions as 
the Bank Board may approve. The 
Board also may issue consolidated 
Federal Home Loan Bank bonds and 
debentures which are the joint obli- 
gations of all the Federal Home 
Loan Banks. Under the terms of 
the Act, no consolidated debentures 


Complete Western Coverage 
for Banks and Bankers 


| ONE Account with = 
BANK of AMERICA provides: 





1. A direct correspondent relationship 
in the 307 California cities served by 
our branches. 


2. Direct-routing transit and collection service . 
throughout California with automatic concentra- 
tion of proceeds. 


{Reduces float; speeds up collections.} 


3. Night and day transit service using air mail when- 
ever it saves time. 


4. Prompt presentation of collection items to prac- 
tically all Western points by our own correspond- 
ents. 


5. Complete credit checkings by experienced officers 
with intimate knowledge of every phase of Western 
business, industry and agriculture. 





G. Personal, friendly, interested attention—not only 
to all routine services, but also to your special 
requirements—by all of our 495 branches. 





We welcome the opportunity to serve 
your friends while in California. 





Bank of America 
NATIONAL 2893.8 ASSOCIATION 
Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 


Main Offices in Two Reserve Cities of California 
SAN FRANCISCO - LOS ANGELES 
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Investment Bonds 


Our Bond Department buys for its 
Own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 
and immediate contact with princi- 
pal cities makes this bond service 
particularly valuable to banks. 


Inquiries by telephone, wire or mail 


are invited and quotation sheets will 
be mailed on request. 


Telephone FRAnklin 6800 


Teletype 


CGO - 


- 987 


The First National 
Bank of Chicago 


can be issued if any of the assets of 
any Federal Home Loan Bank are 
pledged to secure any debts or are 
subject to any lien, and neither the 
Board nor any Federal Home Loan 
Bank has power to pledge any of 
the assets of any Bank or volun- 
tarily permit any lien on them while 
any such debentures are outstand- 
ing. Debentures outstanding at no 
time can exceed five times the total 
paid-in capital of all Federal Home 
Loan Banks, and it is the duty of 
the Board not to issue debentures 
in excess of the notes or obligations 
of member institutions held by all 


550 


Federal Home Loan Banks and 
secured by home mortgages or obli- 
gations of or guaranteed by the 
United States. 


Generally speaking, the following 
are the types of advances which 
may be made by Federal Home 
Loan Banks to member institutions. 


1. Up to ten years on home 
mortgages ranging from 40% 
to 60% of the value of the 
real estate security, but never 
to exceed 65% of the unpaid 
principal of the mortgage 
loan; or on obligations of or 


guaranteed by the United 
States up to the face value 
of the securities. 

. Up to one year on securities 
other than obligations of the 
United States in which the 
member is legally authorized 
to invest its funds, not in ex- 
cess of 80% of the market 
value or the principal amount 
of such securities, whichever 
is less. 

. Up to one year on an un- 
secured basis to members 
whose creditor liabilities, ex- 
cluding Federal Home Loan 
Bank advances, do not ex- 
ceed 5% of their net assets. 


Advances may be made to non- 
members up to 10 years on FHA 
insured mortgages. 


Both short- and long-term ad- 
vances to member institutions are 
made by the Federal Home Loan 
Banks at rates of interest deter- 
mined by the Boards of Directors 
of the respective Banks within a 
range approved by the Federal 
Home Loan Bank Board. The rates 
charged on advances to members as 
of June 30, 1939, ranged from 3 per- 
cent to 3% percent, except in the 
case of two Banks which were 
authorized during the past fiscal 
year to reduce their interest rate 
to 2% percent and 11% percent re- 
spectively on advances having a 
maturity up to one year. 


On advances to non-member 
mortgagees approved under Title II 
of the National Housing Act, the 
rates of interest have been estab- 
lished at not less than 4% of 1 per- 
cent nor more than 1 percent higher 
than the rates of interest charged 
to member institutions on advances 
of like character. 


Each Federal Home Loan Bank is 
authorized to accept deposits made 
by its members or by any other 
Federal Home Loan Bank or other 
instrumentality of the United States, 
upon such terms and conditions as 
the Board may prescribe, “but no 
Federal Home Loan Bank shall 
transact any banking or other busi- 
ness not authorized by this Act.” 
The Act empowers the Board to 
require Home Loan Banks, upon 
such terms and conditions as the 
Board may prescribe, to rediscount 
the discounted notes of members 
held by other Federal Home Loan 
Banks, or to make loans to, or make 
deposits with, such other Federal 
Home Loan Banks, or to purchase 
any bonds or debentures issued 
under the terms of the Act. The 
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vides that: 


“Each Federal Home Loan Bank shall 
at all times have an amount equal to 
the sums paid in on outstanding capital 
subscriptions of its members, plus an 
amount equal to the current deposits 
received from its members, invested in 
(1) obligations of the United States, 
(2) deposits in banks or trust companies, 
(3) advances with a maturity of not to 
exceed one year which are made to 
members or non-member borrowers, 
upon such terms and conditions as the 
Board may prescribe, and (4) advances 
with a maturity of not to exceed one 
year which are made to members or 
non-member borrowers whose creditor 
liabilities (not including advances from 
the Federal Home Loan Bank) do not 
exceed 5 percentum of their net assets, 
and which may be made without the 
security of home mortgages or other 
security, upon such terms and condi- 
tions as the Board may prescribe,” 


and that: 


“Such part of the assets of each Federal 
Home Loan Bank as are not required 
for advances to members or non-mem- 
ber borrowers, may be invested, to 
such extent as the bank may deem de- 
sirable and subject to such regulations, 
restrictions, and limitations as may be 
prescribed by the Board, in obligations 
of the United States and in such secu- 
rities as fiduciary and trust funds may 
be invested in under the laws of the 
State in which the Federal Home Loan 
Bank is located.” 


While the Act limits the outstand- 
ing advances of a member to an 
amount not in excess of twelve 
times the amount paid in on the 
members’ capital stock, this does 
not unduly restrict the lending 
power of the Federal Home Loan 
Banks nor curtail the reasonable 
utilization of credit by the member 
institutions. The latter may readily 
subscribe for such _ additional 
amounts of stock as may be required 
by using, if necessary, a portion of 
the proceeds of the advance to pay 
for it. Much more effective, and 
desirably so, is the provision stipu- 
lating that the Banks may not loan 
in excess of 65% of the unpaid 
principal in the case of an amor- 
tized mortgage loan, or 50% in the 
case of an unamortized mortgage 
loan. Also, the member institutions 
are prevented from engaging in 
“runaway” borrowing by relating 
their total indebtedness to their 
share capital or net assets. In the 
case of Federal savings and loan 
associations, the limit is 50% of 
share capital, a provision innenpeds 
ated in their charter. 


The present total 
Capacity of member institutions 
(fixed by regulations as_ the 
amount for which a member may 
legally obligate itself, or 50% of 
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Federal Home Loan Bank Act pro- 
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Most UsEFU 


Zook In Wy OFFICE. / 


NEW ... 5TH EDITION OF THE HAMMERMILL 
COMPREHENSIVE SAMPLE BOOK . .. SEND FOR IT! 


“BANKING isn’t a// banking. One of my 
jobs is buying printing. Today it’s a new 
counter check, additional ledger and 
posting forms, the monthly statement 
enclosure. Tomorrow, a new form for 
credit reports. Later on I have to revamp 
our cost analysis system. A series of mail- 
ings is planned. I may have to design a 
new letterhead with envelopes to match. 


“HOW WOULD YOU choose the right 
paper for each job? Fumble through 
samples, swatches, portfolios? That’s 
what I did—once. Now, I just turn to 
my Hammermill Comprehensive Sam- 
ple Book. Here, in one handy volume, I 
find the right grade, color, weight and 
finish of paper for nearly every job.” 


YOU — or someone in your office— should 
have the Hammermill Comprehensive 
Sample Book. It’s a time-saver and 
money-saver on every job that calls for 
paper and printing. The Sample Book is 
FREE. Send for it now. 





234 pages 
Size: 5" x 812’ 
Flat Opening 





IN THIS BOOK you will find paper samples 
that will help you solve problems of... 


1. How to “choose’”’ paper for letterheads and 
printed forms that make the right impression. 


2. How envelopes can win preferred atten- 
tion for your messages. 


3. How to have legible, long-lasting records 
at a saving. 

4. How to select paper for checks and “money 
value”’ forms that must look important. 

5. How to get cleaner, more readable copies 
from every run on your mimeograph machine. 


6. How one properly selected paper can give 
you clear, readable copies from both gelatin 
and spirit duplicators. 

7. How to have file and index cards with the 
snap and stiffness for easy handling and filing. 
8. How to “package” important documents 
with covers that command attention. 

9. How to get better mailing pieces for your 
money with a new paper that’s whiter, 
brighter, more opaque. 

10. How to produce colorful, eye-catching 
folders and broadsides . . . how paper helps 
you print them at a saving. 


BM-Se 
ont Hammermill Paper Co. 
Ss f j Erie, Pa. 
for it * Please send the Hammermill 


Comprehensive Sample Book. 
Name 


Position pesniniphiapeiiniatiniaamemenaaee 
(Please attach to business letterhead ) 
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Measurin g 


a Bank’s Usefulness 
in Lerms of its Growth 


The usefulness of a bank is best illustrated 
by the extent to which it is used. It is signifi- 
cant that the deposits of this bank have trebled 
during the past six years, and that a substan- 
tial increase in capital funds has accompanied 
this growth. Note the following tabulation: 


JUNE 30, 1933 
- $3,000,000 *13,942,100 
. 53,142,388 
TOTAL ASSETS . . . 59,324,943 


CAPITAL FUNDS . 
DEPOSITS ... 


JUNE 30, 1939 


164,289,012 
183,495,547 


As of June 30,1939 demand deposits represented 


79% of the above total. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
(iees' 


5% 
2184 ds 
Ds oes” 


Member Federal Deposit Insurance Corporation 


its net assets, whichever is the 
lower) is approximately $1,454,- 
025,000. This represents the maxi- 
mum amount for which the Federal 
Home Loan Banks could be called 
upon for advances by their mem- 
bers. The capacity of the banks to 
meet such a demand would be 
limited only by their ability to ob- 
tain the necessary additional funds 
through the sale of their deben- 
tures to the public. To date, five 
issues of the consolidated Federal 
Home Loan’ Bank _ debentures, 
amounting to $142,700,000, have been 
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overwhelmingly oversubscribed, and 
three issues, amounting to $94,200,- 
000, have been repaid at maturity. 

In the event each member insti- 
tution purchased sufficient Federal 
Home Loan Bank stock to enable it 
to borrow up to its capacity, it is 
interesting to note that the mem- 
bers’ stock would be increased to 
approximately $121,168,750. Ilus- 
trative of the capacity of the twelve 
Banks to meet the unlikely contin- 
gency of the maximum demand by 
members, the following summary 
shows both the sources and the 


amount of funds which could be 
raised: 


Members’ Stock 
Government Stock 


$121,168,750 
124,741,000 


Total funds derived from 
$245,909,750 

Debentures (five times stock 
payments) ........... 1,229,548,750 


Total potentiality of 
$1,475,458,500 


It will be observed that the re- 
quirement relating the subscription 
of stock by a member institution to 
the advances which it obtains from 
a Federal Home Loan Bank is more 
closely related to the reserve provi- 
sions of the Federal Land Banks 
than those of the Federal Reserve 
Banks. The Federal Land Banks 
simply require that the borrowing 
farm loan associations subscribe for 
shares in an amount equal to 5% of 
their loans. As is well known, the 
Federal Reserve Banks require re- 
serves irrespective of loans made 
to members, basing their require- 
ment upon the amount of deposits 
held by the member banks. This 
more strict treatment of commercial 
banks is of course due to the fact 
that they are demand institutions. 
Unlike the commercial banks com- 
prising membership in the Federal 
Reserve System, the members of the 
Federal Home Loan Bank System, 
with the exception of certain state- 
chartered institutions found prin- 
cipally in two states, do not engage 
in the business of accepting de- 
posits from their individual cus- 
tomers or shareholders. There is 
practically no similarity here be- 
tween the scope of the functions of 
the commercial banks in the Fed- 
eral Reserve System and those of 
the thrift institutions which repre- 
sent the membership of the Federal 
Home Loan Bank System. 

In referring to the reserve bank- 
ing facilities found in agricultural 
finance, our attention has been con- 
fined mainly to the Federal Land 
Banks. Actually the complete pro- 
gram of the Farm Credit Adminis- 
tration covers in many respects a 
wider field than either the Federal 
Reserve System or the Federal 
Home Loan Bank System. Its pur- 
pose is to provide a complete and 
co-ordinated system for agriculture 


(Continued on page 559) 


Auto Financing Analyzed 
(Continued from page 523) 


down payment is adequate. 
In the analysis form, there are 
two classifications which are im- 
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portant in appraising a finance com- 
pany credit. Under the heading of 
“terms,” the division of retail 
maturing in various periods refers 
to the dollar amount to be received 
within 6 and 12 months and over 
18 months. In other words, a con- 
tract running for 15 months would 
be divided into three groups—the 
total amount paying out in 6 months, 
12 months, and over 12 months. 
The other classification under the 
heading of “original terms” refers 
only to the final liquidation date 
and is of value in appraising the 
yolume and analyzing finance com- 
pany policies. The first classifica- 
tion is important in arriving at the 
rate of liquidation. 


Down Payment 


The down payment has a greater 
bearing on eventual liquidation than 
the term of the contract. In fact, 
experience consistently indicates 
that down payment rather than 
maturity controls repossession and 
losses. According to reliable statis- 
tics, losses on contracts with less 
than one-third down payment 
greatly exceed the losses on other 
paper. It is obvious that a pur- 
chaser must have a_ reasonable 
equity to encourage him to keep up 
his interest in continuing payments, 
and even though the term be long 
he will make his payments provided 
that the car has a value greater 
than the outstanding balance on the 
contract. To take an extreme case, 
there will probably be less loss on 
24-months contracts with a 50% 
down payment than on 12-months 
contracts with a 20% down pay- 
ment. Of course, the combination 
of a long term and a low down pay- 
ment is likely to result in repos- 
session and loss, depending upon 
the responsibility of the purchaser. 
The subject of repossessions will be 
discussed in more detail later. 

In analyzing automobile paper, it 
is very easy to be deceived if re- 
liance upon percentages is the only 
means of gauging the down pay- 
ment factor. On the face of the 
contract it may appear to be stand- 
ard, but actually, the purchaser’s 
equity in a used car may be negli- 
gible. Therefore, in cases where 
extreme caution is necessary, it is 
wise to compare the balance with 
some dependable appraisal figure 
such as is available in the National 
Automobile Dealers Association 
publication and other trade man- 
uals. The standard down payment 
is generally recognized as 33 1/3% 
on new cars and cars up to two 
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An Outstanding 


Bank 
Connection 


This institution has accounts from all lines 
of business and from nearly one-fifth of the 


nation’s banks. 


No matter what part of the United States 
your business reaches, the Continental 
Illinois National Bank and Trust Company 
is acquainted in that territory ... and thus 
is able to render an outstanding service. 


Continental I[llinois 
National Bank 
and Trust Gompany 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 





years old, and 40% or more on 
older models. 

Of course, there are numerous 
exceptions due to competition in 
terms, and slight variations are not 
likely to result in trouble, but sub- 
stantial deviations inevitably bring 
about collection problems, if not 
repossessions and losses. Some 
finance companies handle such sit- 
uations in the following manner. 
A small part of the proceeds of the 
contract is held out and a credit in 
the form of a deferred certificate is 
given to the dealer. After the first 


few installments have been paid, 
the certificate is liquidated. In this 
way, the passage of time cures the 
irregularity without potentially 
unsafe paper being held by the 
finance company. In other words, 
the dealer receives the principal 
portion of the proceeds as soon as 
the finance company accepts the 
offering, and after seasoning for a 
few months, the remainder is paid. 
This procedure is a convenience to 
the dealer and enables the finance 
company to purchase paper with 
down payments made adequate by 
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CROSS COUNTER 


or 


CROSS COUNTRY 
The Same Personal Seruice 


We take the same keen pride in the 


prompt and efficient handling of 


daily items for our correspondents that 


we do in the handling of transactions 


with our local customers personally. 


At Mississippi Valley Trust Company 


you are assured of individual attention 


to your needs. 


MISSISSIPPI 


VALLEY TRUST COMPANY 


ST. LOUIS 


Member Federal Deposit 


Insurance Corporation 


the hold-back. Proper attention 
given to the down payment saves 
time and trouble, and prevents 
losses and ill will. 

In the analysis form, there is a 
place for the percentage of con- 
tracts with down payments under 
33 1/3%. Needless to say, this 
figure should be small, preferably 
under 15% unless other factors are 
unusually high. 


Appraising The Purchaser 


Although the term and down pay- 
ment are significant factors, the 
purchaser is by no means deserving 
of slight consideration in appraising 
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MISSISSIPPI 


84 Years of 


Banking Experience 


an automobile contract. On the con- 
trary, the personal angle is of 
utmost importance, and as in any 
other form of credit, the quality of 
certain contracts may, in the final 
analysis, be entirely dependent 
upon the moral responsibility of the 
signer. 

In applying the “four C’s” to 
automobile paper, it is my opinion 
that too much reliance is often 
placed on the collateral which may 
become a repossessed automobile if 
other important ‘“C’s” are mini- 
mized. It is characteristic of the 
retail business that the basis for 
credit is not primarily collateral 


capacity. In other words, the pur. 
chaser’s personal background, his 
ability to earn a steady income 
and his record of paying bills with 
reasonable promptness are principal 
considerations in estimating the 
quality of an automobile contract. 

Of course, in an analysis, it js 
impossible to measure directly in 
the form of percentages, the vari- 
ous personal credit factors, but in- 
directly, their effects can be deter- 
mined by the volume of delin- 
quencies, repossessions, and losses, 
As a result, the experience gained 
should at least assist in preventing 
similar mistakes of judgement with 
reference to the purchaser’s quali- 
fications. 

Although personal standards 
should be reasonably high, it is 
noteworthy that occasionally, a 
poor or mediocre general credit 
risk is satisfactory on an automo- 
bile contract. Time and again, this 
has been proved and the reasons are 
apparent: The automobile is re- 
garded as a family necessity and 
ownership is an uppermost desire. 
The owner will make other sacri- 
fices but refuses to forego the use 
of an automobile for the sake of 
both convenience and pride. The 
average individual has proved him- 
self creditworthy, indicated by the 
fact that over 90% of conditional 
sale contracts are collected without 
trouble and actual losses represent 
a much smaller percentage than one 
would expect—under 1% over a 
period of years. 

Unless convincing data are fur- 
nished on the purchaser’s brief 
financial statement form, it is 
necessary to make a_ thorough 
investigation. Most finance com- 
panies have investigation depart- 
ments and this phase of installment 
credit is reduced to a simple al- 
though efficient procedure. Large 
finance companies are handicapped 
by impersonal relations with auto- 
mobile buyers, which is a strong 
point in favor of local companies 
and banks. 


Collateral 


The collateral often is the pril- 
cipal consideration in determining 
whether to accept or reject an offer 
ing. As a general rule, it is inad- 
visable to take any volume of con 
tracts on old or “off”? make cals 
However, this view is subject 
the factors of down payment, term, 
and credit standing of the pur 
chaser. 

It is true that usually, the avel- 
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age balances on old model contracts 
are small, and therefore in keeping 
with larger balances against newer 
cars. But, it should not be over- 
looked that the loss ratio on used 
car transactions is seven times that 
on new car deals. I believe the 
majority of contracts should be on 
low and medium priced cars for 
obvious reasons. Numerous small 
contracts are usually better than a 
few large ones and, as a rule, the 
average outstanding balance varies 
between $200 and $350. The great 
diversity of risk is only possible 
with a volume of contracts on cars 
not in the high-priced class. Statis- 
tics indicate that, for every new 
car sold, it is necessary to sell, on 
the average, two used cars. This 
results in the number of used car 
contracts exceeding the number of 
new car contracts by a large mar- 
gin, but the dollar amounts of each 
group are not far apart. 

The finance charge on used car 
contracts is higher than on new 
cars and consequently the higher 
percentage of losses is partially 
taken care of. In the analysis form, 
it is so arranged to show not only 
a comparison between new and 
used cars, but also current and 
previous models. In analyzing 
automobile contracts, the security 
is entitled to careful consideration, 
especially if the other credit fac- 
tors are not first class and a pre- 
ponderance of models over three 
years of age is likely to result in 
higher delinquencies, repossessions 
and losses. 

For a partial verification of col- 
lateral, many finance companies are 
subscribers to a specialized service. 
There are concerns which cross- 
check the factory numbers of auto- 
mobiles financed by members, fre- 
quently resulting in the disclosure 
of duplicate financing. This plan is 
especially effective when the major- 
ity of finance companies and banks 
in any locality are members and 
report on all transactions. Of 
course, it is important to check the 
records and in some cases, chattel 
abstracts are advisable. 

A word about insurance coverage 
—fire, theft, and collision insurance 
—is essential. In the case of at 
least one of the national companies, 
it is the practice to provide for the 
hazards of conversion and confisca- 
tion. Losses arising from these 
Causes are practically negligible, 
however, and the finance company 
creditor need have no concern in 
view of the “buffer” consisting of 
the company’s capital and reserves. 
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Tree's a man in your town whose business depends on putting dollars 
into farmers’ pockets. He’s the Purina Feed Dealer. His Checkerboard 
Chows are made to supplement, not to replace, the farmers’ home grains 


in livestock and poultry feeding. 


And your community profits as the Purina Merchant sells. Every carload 
of Purina Hog Chow, for instance, bought and fed with local corn, pro- 
duces approximately 60,000 pounds of marketable pork. A carload of 
Purina Broiler Chow, properly fed to healthy birds, should produce 
about 12,000 pounds of fine broiler meat. A carload of Cow Chow fed 
with home grains and roughage brings around 120 tons of marketable 


milk to your town. 


You as a banker can strengthen your bank, your customers, your 
community, when you cooperate with your Purina Merchant in financing 


some of his good farm customers. 


PURINA MILLS, Checkerboard Square, St. Louis, Mo. 


Our Customers Bring 
Us New Loans 


(Continued from page 524) 

Those who sell products for which 

time payments need to be made, 

have been told that they can help 

the bank by arranging for the 

money to be borrowed right here 
at home. 


As a result of the policy that the 
bank has adopted, we have been 
quite successful in keeping our loan 
portfolio fairly well filled. At the 
present time, 45.5% of our deposits 
are in loans, and only 38% in bonds. 


It is true that we have a fairly 
good territory, due to the fact that 
there is not so much competition as 
there is in some places. We are 17 
miles from the city of Terre Haute, 
Ind., but those who live nearer to 
Marshall are inclined to deal with 
us. Furthermore, the activities of 
the local feed dealer bring a good 
many farmers to our town. In that 
way, we get business that might 
otherwise go somewhere else. 


Collection is often a matter of 
planning to make it easy for the 
borrower to pay. 
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Internal Bank 
Management 


(Continued from page 529 


formed in each are entirely dif- 
ferent. 

Moreover, in the case of branch 
bank systems, the production of 
any one branch office may be 
directly compared with that of any 
other. If groups of banks in similar 
or adjacent locations established 
such a measurement device, a very 
valuable comparison could be made 
of their operating efficiencies, for 
such a comparison would be specific 
and not general as are those made 
on a basis of expense per $100 of 
deposits, or earning assets, or per 
dollar of gross income. 

Since transactions largely govern 
operating expenses (other than in- 
terest paid on deposits, deposit 
insurance, or taxes assumed for 
depositors), such a method of pro- 
duction analysis and _ intelligent 
comparisons with standards is of 
great value in the detection of sub- 
normal situations either as _ to 
methods, equipment, or personnel. 


Costs: 


Costs controls are of two types: 

1. Those that measure transaction 
or per item costs. 

2. Those that measure the results 
of departmental operations and in- 
dicate the profit or loss made 
thereon. 

Transaction costs, at times, indi- 
cate only the salary cost because, 
given equal production, this cost 


may vary due to differences in the 
salary scales. To be of real value, 
however, they should reflect total 
costs, not only direct, but also in- 
direct. Per item costs are of value 
for comparative purposes, for de- 
termining the costs of deposit ac- 
counts, trust accounts, savings and 
loan operations, and the like. They 
are used for the purpose of detect- 
ing unit profit or loss operations, as 
for example: the difference be- 
tween the cost and the charge of 
official checks and drafts, collection 
items, and collection of utility bills. 
Departmental costs are for the 
purpose of determining the profit or 
loss of a department as a whole and 
of the various kinds of deposit ag- 
gregates. The usual profit and loss 
statement of a bank merely reflects 
the results of all departments and 
operations. It has often been found 
that, although the total answer ap- 
pears satisfactory, when this is 
broken down into its departmental 
elements, some departments indi- 
cate an exceedingly high rate of 
profit which is diluted by the results 
of departments with low margins or 
with actual losses. Most banks are 
involved in a multitude of different 
kinds of services, some of which are 
profitable and some not. 
Departmentalized accounting 
merely “breaks down” the bank’s 
lump sum profit and loss statement 
into its component parts and sets up 
a separate one for each part. Un- 
satisfactory parts may be analyzed 
to determine the cause. The cause 
may be too small a volume, too high 


IN NEW ENGLAND 


The National Shawmut Bank of 
Boston occupies a key position in the 
New England banking field. With cor- 
respondent banks located in nearly 250 


communities in this important indus- 


trial area... our complete facilities are 


promptly available to handle every type 


of banking business. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET +« BOSTON 


‘Member Federal Deposit Insurance Corporation 


a cost of handling the business, g 
too low an income charge for the 
amount of work performed. It ha 
frequently been noted that an oper. 
ation reflects a very satisfactoy 
production and low per item cost; 
yet that the income derived fron 
all of this work is too small to off. 
set the costs of a very efficient op. 
eration. Such cases are not infre. 
quent in so-called ‘fee-income 
departments such as court trust 
personal trust, corporate trust, for. 
eign exchange, escrow, rental, et. 

Production and departmental cos 
analysis are the basis for budgetary 
control. A budget attempts to fore. 
cast the earnings answer. After th 
various controls are established, ; 
is not difficult to forecast the dire¢ 
operating expenses, and many indi. 
rects can be given limitations, such 
as advertising, travel, donations 
etc. 

If the financial program is rela. 
tively fixed, anticipated income from 
interest and discount can be esti- 
mated with a degree of accuracy 
Loan controls can give a fair ide 
as to what reserves will be required 
Forecasts of this type are not only 
of value in maintaining expense 
within reasonable bounds and t 
foster an earnest attempt to kee 
income up, but also as a basis for 
dividend and extraordinary expen- 
diture considerations. 


Trust Departments: 


When an institution acts in vari 
ous fiduciary capacities, it is im 
portant that the operations of ad- 
ministration and investment & 
placed under special types of con 
trols. The first type is to preveti 
action in contravention to the trus 
agreement and the second to guatl 
against unwise or non-conforming 
investment and to prevent deter 
ioration of investments alread 
made. Here again we have a Cat 
of investment policy and asset cob 
trols, but of greater complexity be 
cause of the variety of condition 
imposed by trust agreements. 

The mechanics of controls nee 
not be complex. The most effectiv 
appear to be the simplest. It is 1 
so much the method employed 4 
the executive usage made there 
that gives desired results. It is? 
little consequence merely to deteé 
a sub-normal or loss  producil 
situation if nothing is done ! 
remedy it. Given courageous @ 
dynamic executive direction, co 
trols of all kinds are of vital vali 
to management, in fact, that typ 
of management insists upon the tyP 
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of information and technical anal- 
ysis which only the full develop- 
ment of the various types of con- 
trols can give. 





How The Law Controls 
Trust Operation 


(Continued from page 546) 










PR if allowance of the participation 
rem ould give that trust an interest 
= exceeding 10% of the total value 
— of the common fund assets, or 
. $25,000, whichever is less at the 
bs time of investment. : 

a Careful attention must be given 
tore to the operation of this limitation. 
rth If $10,000 was originally invested, 
d. i but the pro rata value of that par- 
eel ticipation increases to $11,500, 
indi. only $13,500 can be. accepted from 
od that same trust. On the other hand, 
tions a decline in values would increase 
B® the amount still acceptable for in- 
rel vestment in the common fund. When 
frome # bank maintains two or more com- 
esti mon funds, the aggregate invest- 
well ment of any one trust in all of the 
ides funds may not exceed these limita- 
uirel tions. If the identical beneficiary or 
call beneficiaries receive one-half the 
enall income or principal from each of 
af several trusts created by the same 
keri settlor, the limits on investments in 
is fag, 2 COMmon fund are computed as 
xpen- though there were but a single 


trust. 

Before admissions or withdrawals 
may be given effect, the trust in- 
vestment committee must have re- 
ceived formal notice. It then de- 
termines the value of assets in the 
common fund, according to the 
methods prescribed in the plan of 
operation. However, the committee 
may refuse to allow the proposed 
admissions or withdrawals, if it 
finds that to do so would impair 
the fund’s liquidity. This authority 
is derived from Regulation F, which 
requires at least 40% of the total 
assets to be held in cash and readily 
marketable securities and forbids 
changes which would reduce the 
proportion of liquid assets below 
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S. that figure.(12) 

s Bp «When a new participation is ad- 
on mitted, it shares in the cash and 
18 MM sound (or “lawful”) securities then 
yed “held by the trustees of the common 
ther fund. In effect, the newcomers will 
it 8 "BeShare the gains, but not the losses 
dete of those already interested in the 
duc wmund. To achieve this result, the 
one ‘Bust investment committee is ob- 
us SB iged to review all investments be- 
n, COMBE fore permitting any withdrawing 
iL vali share to be redeemed in cash; any 
<4 a Investments which would be unlaw- 
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Ww" pardonable pride, The North- 
ern Trust Company this year sur- 
veys its record of fifty years of service. 
But more important than the mere 
time, is what has actually been accom- 
plished during that period. For the 
country at large, the last half century 
has brought sweeping changes. For 
The Northern Trust Company, it has 
meant continuous expansion to keep 
pace with the financial needs of a stead- 


The Rookery, 
LaSalle Street, 
Chicago — first 
home of The 
Northern Trust 
Company in 1889 


nem « 


ily increasing number of customers. 

Physically, The Northern Trust 
Company of today is a vastly different 
institution from that of 1889. But there 
has been no change in spirit. Still evi- 
dent is a close adherence to the sound 
principles laid down by the founders. 
Now as then, friendly, individual serv- 
ice and careful financial operation are 
—and will continue to be—the most 
cherished objectives. 


1859 yftieth Anniversary 1299 
THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS, CHICAGO 
Member Federal Deposit Insurance Corporation 


ful for one or more of the partici- 
pating trusts if their funds were 
being invested for the first time are 
then segregated. 


Investments set aside in this man- 
ner can be distributed in kind to 
all participants, or held for liquida- 
tion and the proceeds paid over 
pro rata to the trusts which were 
participating at the time of segre- 
gation. In practice, an investment 
which was lawful for trusts when 
purchased becomes “unlawful” for 


(12)See. 17 (e) (8) 
(13)See. 17 (e) (7) 





purposes of Regulation F only if the 
obligor becomes insolvent or the 
underlying security declines in 
value. (13) 


Audit And Settlement 


Provisions for annual audits and 
a periodic final settlement of all 
accounts of the common fund trus- 
tee should be included in every 
plan. Expenses of the audit may be 
charged to the fund if it is con- 
ducted by an independent account- 
ant, but the bank must bear the cost 
if its own auditor does the work. 
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An independent check by experi- 
enced accountants is preferable be- 
cause of its impartiality. 

While Regulation F demands some 
procedure for settling accounts, the 
exact methods is not prescribed. 
Omission of such clauses, however, 
may not only defeat claims for ex- 
emption under the Federal Revenue 
Act, but is likely to open up costly 
litigation if any person interested 
in a participating trust is dissatis- 
fied with the proceeds of a final 
settlement. Whenever permissible 
under state laws, submission of 
trustees accounts to the Probate 
Court or the Chancellor of a court 
possessing equitable jurisdiction, 
and their approval after due notice 
and opportunity for a full hearing, 
should be made the basis of set- 
tlement. Arbitration of any objec- 
tions is another recommended solu- 
tion. 

No management fees may be 
charged the common fund and no 
additional compensation may be 
exacted from participants. How- 
ever, the bank is entitled to reim- 
bursement for reasonable clerical 
expenses, postage, and other admin- 
istrative costs. Each trust, of course, 
continues to pay the regular man- 
agement fee just as though its funds 
were being invested as a separate 
unit.(74) 


Miscellaneous Features 


Whether or not certificates are 
issued, each unit or share must be 
assigned a definite value at the time 


the plan is put into effect. Once a 
unit is purchased, its value fluc- 
tuates in proportion to increases or 
decreases in the value of the entire 
fund. That is, if 5000 units were 
issued at $100 each, but improve- 
ment in market conditions raised 
the worth of the entire fund to 
$600,000, the value of each unit 
would be 1/5000 of the total or 
$120. Provision should be made 
also for the time and manner of 
issuing units, which should not be 
oftener than once every three 
months. 


Allocation of the original invest- 
ments to principal and income and 
determination of the methods for 
amortizing premiums and discounts 
in connection with purchases and 
sales of securities involve difficult 
technical problems which should be 
provided for in detail. Investment 
of the common trust fund itself is 
subject to certain limitations, in 
order to prevent control of any 
business enterprise through the 
purchase of a majority stock in- 
terest or foreclosure of a mortgage 
owned by it. Notices to interested 
parties are required at various 
times and should be mentioned in 
the order referred to in Regulation 
F.(45) 


Taxation Of Participants 


Although common trust funds are 
not taxed, the trusts participating 


(14)Sec. 17 (ec) (1)—settlement, ete. See. 17 
(ce) (8)—no management fees 
(15)Sece. 17 (e) (2) (3) (4) 


JUDGMENT of new issues, preliminary to purchase and subse- 


quent recommendation to clients, is the responsibility of our 


Corporation and Municipal Buying Departments. The training and 


experience of members of these divisions is suggested by their 


service records with this organization. The average period of ser- 


vice of over a third of the personnel of these divisions is 22 years 


and that of the entire group almost 14 years. 


CHICAGO. 201 SO. LA SALLE STREET - 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


therein must report their propor. 
tionate share of ordinary net ip- 
come as well as the capital gains 
and losses. Gains or losses from the 
sale or exchange of “long” or 
“short term” assets (those held 
more or less than 18 months) are 
computed separately and the pro. 
portionate share of each must hb 
reported in their respective tax 
returns. It makes no difference that 
such gains or ordinary income were 
not distributed or distributable. 
Other sections of the Revenue Aet 
govern taxation to the fiduciary or 
beneficiaries of each participating 
trust. 

According to Article 169-2 of In- 
come Tax Regulations 101, ordinary 
income and each class of capital 
gains or losses should be computed 
separately for each quarterly valu- 
ation period. When the year’s total 
is added to gains and losses of a 
participating trust from _ other 
sources, the final result may be a 
net short-term capital loss or a net 
long-term capital gain. At the 
same time, an audit of the common 
fund may reveal that exactly the 
opposite situation exists with re- 
spect to its transactions for that 
period. Individual trusts and their 
beneficiaries are allowed to carry 
over net short-term capital losses 
to the next tax year, but this privi- 
lege is not extended to the common 
fund.(76) 


Disposal Of Participations 


Admission or withdrawal of par- 
ticipations does not result in any 
gain or loss to the common fund. 
Withdrawals are considered a sale 
or exchange by the participant of 
the interest withdrawn. The with- 
drawing participant’s gain or loss 
is the difference between the sum 
received and the “adjusted basis’ 
of its interest. This adjusted basis 
consists of the original contribu- 
tion, plus ordinary net income, 
totally exempt income, and net long 
and short term gains allocated but 
not distributed to the participan! 
in any year prior to withdrawal. 

After making this calculation, 4 
deduction is taken for the sum of 
ordinary net losses and net long ané 
short term capital loss of the com- 
mon fund for each taxable year df 
is existence. However, capital gaits 
and losses need not be compute 
separately for taxable years which 
began during the period from Janu 
ary 1, 1936 until December 31, 193! 


(16)Sec. 169 (c) & (dad), Rev. Act of 1938 
taxation of participants. Sec. 166 & 16i— 
taxation of trusts generally. 
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when the present law went into 
effect.(47) 
Tax Returns 


A tax return must be filed for 
every common trust fund without 
regard to the amount of its net in- 
come. All items of income and 
deductions must be stated but no 
deduction can be taken for chari- 
table contributions. The name, ad- 
dress, and proportionate share of 
ordinary net income or loss and 
capital gains and losses must be 
listed also. The first return should 
be accompanied by a copy of the 
operating plan; thereafter, only 
amendments need be filed.(78) 


(17) Art. 169—4 (b) & (d), Reg. 101—basis 
provisions, Sec. 169 (c), Rev. Act. of 1938. 

(18)Sec. 169 (f) Rev. Act of 1938, Art. 169-5 
Reg. 101. 


Reserve Bank Facilities 
For Home Financing 


(Continued from page 552) 
by making available to farmers 
both long-term and_ short-term 
credit; it also provides credit facil- 
ities for farmers’ co-operative pur- 
chasing and marketing organiza- 
tions. The Farm Credit Administra- 
tion carries out its principal re- 
sponsibilities through its 12 Federal 
Land Banks, 12 Intermediate Credit 
Banks, 12 Production Credit Cor- 
porations and 12 Regional Banks 
for Co-operatives. It is the func- 
tions of the Federal Land Banks, 
and to a certain extent the functions 
of the Intermediate Credit Banks, 
which most closely parallel those of 
the Federal Home Loan Bank Sys- 
tem. 

Long-term, low-interest rate 
amortized loans are made by the 12 
Federal Land Banks. These Banks 
are corporations, the stock of which 
is owned by the Federal Govern- 
ment, national farm loan associa- 
tions, and to a small degree by indi- 
vidual farmers. Loans are made al- 
most entirely through national farm 
loan associations, membership of 
which is restricted to farmer-bor- 
rowers who purchase stock equal 
to 5% of their loans. Loans made 
through the Land Banks range in 
amount from $100 to $50,000, and 
are secured by first mortgages on 
the borrower’s farm. The effective 
interest rate now being charged to 
farmers is 344% and loans are 
amortized over a 20-30 year period. 
Consideration has not been given 
here to the farm loans made under 
the Land Bank Commissioner which 
are of an emergency relief char- 
acter. 


It is undoubtedly a responsibility 
September, 1939 


of central banking authorities to 
elevate the standards of operation 
of their member institutions and of 
the larger field of which they are 
a part. So far as the Bank Board is 
concerned, it has sought to utilize 
effectively the authority conferred 
upon it by law in its supervision of 
the operations of, the 12 Regional, 
Banks and their member institu- 
tions; officers of the Banks have 
exerted a decided influence on mem- 
ber institutions as to policy, lending 
practices, standard of management, 
and efficiency of operations. In 
fact, a large part of the activities 
of the Federal Home Loan Banks 
consist in educational guidance of 
member institutions with a view to 
improving their usefulness to savers 
and borrowers. There is no ques- 
tion, however, that a great deal 


Preast 
to YourEYES 


Handsome to look at 
... restful to use... 
for Faries lamps lead 
in style, as they have 
in lighting efficiency 
for 59 years. 

200 Models 
Impressive designs for 
office, lobby or club. 
Lamps for store, general 
office or factory, that re- 
duce eye strain — in- 
crease efficiency. Sold 
by your electrical or of- 
fice equipment dealer. 
FARIES MFG. CO. 
S. Robert Schwartz Div. 

1020 E. Grand Ave. 
Decatur, Ill. 


Fanes Lamp 
LEADERS IN STYLE AND 
LIGHTING EFFICIENCY SINCE 1880 


STOCh THATS 
NEVER BELOW 


“COMPANY, URBANA, OHE 


(D Howard Ledger Portf 


(CD Howard Mimeograph Portfolio i 


City 
Plewer sttark to rear banteres stationery 


Position 


State 
BM-9-39 


BOND PAPE” 





—in St. Louis 


The personnel, facilities, 





resources and experience 


to serve the present-day 
requirements of mutually 
satisfactory correspondent 
relationships. Banks that 
are not at present using 
our services are cordially 


invited to do so. 


FIRST NATIONAL BANK 





IN ST. LOUIS 


Broadway - Locust - Olive 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


remains to be accomplished in 
strengthening the entire Bank Sys- 
tem and in the improvement of the 
home-financing methods of its 
member institutions. It constantly 
is studying and improving its pro- 
cedures and regulations in the light 
of experience gained in their appli- 
cation. 

In the main, the 12 Regional 
Banks are operating under uniform 
by-laws approved and published by 
the Board. But it is doubtful 
whether, except in matters of major 
importance, the practices of all Re- 
gional Banks ever will be uniform 
in all respects, because of the neces- 
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sity of adapting the policies of in- 
dividual banks to meet local condi- 
tions. Neither can it be said that 
the practices of the Federal Re- 
serve Banks or the Federal Land 
Banks are uniform in every re- 
spect. Nevertheless, through semi- 
annual meetings of the Federal 
Savings and Loan Advisory Council 
and semiannual conferences of the 
Bank presidents, every effort is be- 
ing made to evolve broad policies 
and procedures which will make for 
a more effective and efficient ad- 
ministration of the Bank System as 
a whole. 


The Bank Board’s responsibilities 


were clearly set forth in the Act by 
which it was established. Its funda- 
mentai purposes were clearly out- 
lined by its sponsors in the Congress — 
and the more sharply defined be- 
cause of the economic crisis that 
then was impending. Those pur- 
poses were but part of a broad eco- 
nomic and social program, which 
at the time were not crystallized 
but which have been written into 
a score of laws since enacted. When 
the Federal Reserve System was 
established in 1913, few foresaw the 
further steps that would be neces- 
sary to adapt it to the nation’s eco- 
nomic needs. But every one of those 
steps has been part of a definite and | 
coherent program necessary to meet 
the exigencies of a new era. There 
were three broad fields of finance 
that demanded Government super- 
vision and _ assistance—commerce, 
farm, and urban home finance. The 
Federal Reserve System preceded 
the critical era which began in 
1929, although its present great 
powers largely have been the prod- 
uct of legislation enacted since that 
date. Some of the agencies of the 
Farm Credit Administration were 
established years ago, but it took 
the depression to mold them into 
their present form. The Federal 
Home Loan Bank System _ was 
created only as the depression 
neared its climax. The three are 
unalterably related today, however, 
through the realization—impressed 
upon the nation indelibly in 1939— 
that a nation’s financial structure 
is only as strong as its weakest link. 

The background of the Federal 
Home Loan Bank System—the 
establishment of a credit reservoir, 
the chartering of Federal associa- 
tions to serve regions without ade- 
quate facilities, the general pro 
gram for greater uniformity and 
improvements in the operations of 
all thrift and home-financing insti 
tutions has been outlined in com 
siderable detail. With that back 
ground understood, it is easier i 
view the specific problems whid 
faced the Bank Board in the pas 
and those which confront it now 
and to evaluate the manner in whi¢ 
they are being met. 


An Indiana banker has been ablé 
to help several loca) men to ge 
into. another business for which 
they were better fitted. 


The borrower who does not hav 
a sympathetic interest in his cus 
tomer’s welfare is likely to be slow 
pay at the bank. 
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The : 


STRANGE CASE 


OF BANKER REED 


With the full approval of his board of directors, Banker Reed called in a number 





_of architects for consultation about enlarging and modernizing his bank building. 
Each one submitted a suggestion, a design was chosen, and — 
turned over to several contractors in turn, for bids. The work a 


was then awarded in five places, one contractor handling the 





9 marble and stone work, another the bronze front door, and 


another the general construction. A fourth company was called 











club ub where pee 


in for interior decorating, a fifth for equip- 
ment, and thus the job was completed. 


At noon on the day of completion Banker Reed was 


ell 


at his club, as usual, ~) oe ae 


And now for the strange part, the inconsistency of Banker Reed. He ordered three. 


courses of his lunch at one place, paid one profit and left one tip, which was logical. 
Why then in the much greater transaction, involving so" 


much more capital, did he deal with so many people and ~ 


D 


companies, pay so many profits, go through much more 


trouble than he would have in eating his lunch at three 


BROADWAY 


places, and finish with an assembled bank, the product 


of many people instead of the masterpiece of oney 


experienced company ? 


Conclusion: The answer, of course, is our Single Contract. A product of 25 years” 


experience in building and remodeling more than a thousand banks, it covers” 


everything from preliminary plan to finished job. Architectural, engineering, con-— 
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tracting, decorating, equipping service is all included, and 
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e the result is a coordinated ensemble, no alibis 
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necessary, and most important — one profit 
oo = Biles § 
“paid to one company. In addition, we'll bea 


_ quote a price for the complete job and 


GUARANTEE NOT TO EXCEED IT. May we call? 
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EQUIPMENT AND SUPPLY IDEAS 


= FROM THE BANKERS SECRETARY’ S NOTEBOOK. 


Three-Dimension Sign 


You’ve frequently heard of a 
“magnetic personality” in individ- 
uals—well, here’s a new bank sign, 
manufactured by Quixet, Incorpor- 
ated, Dayton, Ohio, which possesses 
the same quality! 


LEADERSHIP 1S 


BUILT ON THRIFT 
R FUTURE RELIES LARGELY ON THRIFT 
AVE TODAY FOR SECURITY AND LEADER 


TOMORROW 


MERCHANTS NATIONAL BANK 


I mean that in two ways. First, 
in the same way the term is applied 
to human beings, because the let- 

s stand out from the background 
nd thereby give the sign a three- 
dimensional quality which catches 
ihe eye and holds attention. 

Speaking literally, however, the 
ign actually is magnetic. The plas- 
ic letters are fitted with small, 
bowerful magnets which cling 

ghtly to the metal background. 
mus an infinite variety of mes- 
ages can be laid out on the same 

fm panel, by merely arranging the 
netic letters in any manner de- 
d. A sufficient quantity of these 

lagnetic letters ample for any 
age needs is supplied with 
h sign. Additional “alphabets” 
a variety of sizes and type faces 
y also be purchased. 

Moreover, your signs can be illus- 
bd, as is the one shown here. 
ial magnets are supplied which, 


PHONE PRIVACY! 


Safeguard important telephone 
——— with Hush-A- 
. The only sound- 

mien attachment for up- 

| right and hand-set phones. 

20,000 Bankers Use It 
Write for booklet C. 

HUSH-A-PHONE CORP. 

43 W. 16th St., N.Y.C. 


ember, 1939 


I’m an argeeable sort of*person—whenever thé editors or the advertising manager need 
some extra space, I muster up my cheeriest smile (to hide my disappointment) and relin- 
quish some of the columns reserved for my little department. That happened this month. 
But in October, which is the Fall Buyers Guide issue, I shall really “spread myself” and 
give you a whole section of interesting and valuable new ideas. See you then. 


Sincerely, 


9) II any Ma n ning 


when fastened to the back of a 
printed picture,, hold it firmly 
against the panel. The illustration 
may be changed as often as desired, 
and, of course, placed anywhere on 
the sign that suits your fancy. 
These Quixet signs are available 
in a wide variety of sizes, styles, 
and finishes. The most popular 
sizes, the company tells me, are 
24 x 36 and 28 x 44 (inches, of 
course). To the bank alive to the 
possibilities in window and lobby 
advertising—and what wide-awake 
bank isn’t—these signs should ap- 
peal because of their flexibility, rich 
appearance, and attention value. 


Adding Machine 


Have you noticed, here of late, an 
increasing emphasis on compactness 
and portability in the designs of 
new office machines? The Victor 
Adding Machine Company of Chi- 


A 


cago presents an interesting ex- 
ample of this trend in their. new 
model, Victor 600, which is (quote) 
“a new type portable standard 
which brings to the user a new con- 
venience in adding machine serv- 
ice.” 

Weighing less than nine pounds, 


this new Victor is so obviously 
portable as to make one realize that 
the mountain can be brought to 
Mahomet—if you just shrink the 
mountain sufficiently. In this in- 
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Vamime ce ca 
ELIMINATE COUNTING ERRORS WITH 


fue 


COIN 
WRAPPERS 


Now there is no reason for banks to 
continue accepting counting errors 
when Steck’s exclusively patented 


CLEAR-VUE Coin Wrappers solve this problem of 


petty 5 


CLEAR-VU 


e. Strong, durable and transparent these 


wrappers eliminate slugs, spurious 


coins and the chance of error in counting. With the 
oe old style kraft wrappers ——e checking is impos- 


sible without unrolling. CLEA 
with coins can 
across the room without breaking. They enable you 
to distinguish coins at a glance and they eliminate 
fraudulent re-use of wrappers and misuse of names. 
They are surprisingly low in cost. 


Write today for 
FREE samples 
and test them 
thoroughly. 


VUE wrappers filled 
dropped 4 ‘the floor or thrown 


THE STECK COMPANY, iusvin.rexss 








stance, the machine occupies no 
more desk area than a cradle tele- 
phone. Its streamlined exterior is 
a very successful example of the 
established trend in that direction 
in office machine design. 

Internal construction of the Vic- 
tor 600, I am told, also represents 
a basically new engineering achieve- 
ment in construction and operation 
principles. The actual number of 
parts are only about half the num- 





telephone, and all is well. 


service, at such low cost. 


Every day, the telephone brings happi- 
ness and cheer to many a home. Some 
one thinks of some one, reaches for the 


ber formerly considered necessary 
in adding machines. Moreover, the 
distance which moving parts must 
travel has been reduced by 50%— 
indicating a material reduction in 
wear, with a corresponding in- 
crease in the machine’s life and 
operating efficiency. 

Incidentally, the machine is be- 
ing marketed at an extremely low 
price and is available in 6, 7, or 9 
column sizes. 


BELL 
TELEPHONE 
SYSTEM 


Telephone service is exceptionally 
good in this country—and it’s cheap. 
Nowhere else do people get so much 
service, and such good and courteous 


The Bell System cordially 
invites you to visit its ex- 
hibits at the New York 
World’s Fair and the Gold- 
en Gate International 
Exposition, San Francisco. 





Bank Paper Stimulates 
Staff Morale 


(Continued from page 541 


questions and you should score at least 
0. Answers will be posted on the bul. 
letin board in a day or two. 


1. The Oak Park Trust was the first bank 
in Oak Park. True False 

2. Ordinarily one cannot stop payment on 
a certified check. True False 

3. Whose portrait appears on a $1 bill? 
$2? $5? $10? $20? 

4. Banks whose deposits are insured in the 
F. D. I. C. are not necessarily members 
of the Federal Reserve System. True 
False 

5. Reserve accounts of a bank are entered 
on its books as resources. True False 

6. All banks in our country have their 
deposits insured. True False 

7. What building in Washington appears 
on the back of a $1 bill? 

8. If a customer should approach you con. 
cerning the purchase of a rubber stamp 
you would properly refer him to Mr. 
Witt, Mr. Corkill, Queenie Moye, Grade 
Adkins, or Oliver Brown? 

9. The design on the back of our coins is 
in an inverted position. True False 

10. For how many years has Henry Mor. 
genthau been Treasurer of the United 
States? 


Recently we ran a feature story 
about a visit to a psychiatric hos- 
pital which one of our employees 
made in connection with a course 
in psychology at Northwestern Uni- 
versity. We are looking for more 
human interest features of that 
kind, which we feel help to widen 
our horizon. 

Our staff has access to a number 
of magazines to which the bank 
subscribes. Digests of articles from 
bankers magazines give our readers 
an idea of what new models and 
practices are being used in other 
banks. We told how one Florida 
bank employs a hostess to greet 
customers who come into the lobby. 
We mentioned a California bank 
that constructed booths in front of 
each teller’s window to insure 
greater privacy to customers. Such 
digests keep us informed on what 
is going on throughout the country. 

We are pleased to note, with each 
issue of Cartwheel, an improvement 
in appearance and in content. Re- 
porters are developing a_ keener 
news sense. As better stories come 
in, we feel a heartier spirit of c0- 
operation among employees, wh? 
sense the importance of significan! 
events. There is a spirit of harmony 
in working toward a common goal. 
We find that we can share the other 
person’s point of view and exchange 
interesting ideas which we fed 
would be very difficult withou! 
such a medium. With Cartwheel, we 
reach all employees and we knit the 
organization together as a more 
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compact unit. With greater under- 
standing of the bank’s policies, we 
feel as if we can accept responsibil- 
ities and share the confidence of the 
executives of our bank. Such con- 
fidence is a valuable asset toward 
gaining advancement in our jobs. 


Wisconsin Again Plans 
Public Meetings 


Thousands of people in and near 
Janesville, Stevens Point and Eau 
Claire will be the special guests of 
their banks at a series of public 
meetings to be held for three con- 
secutive evenings, beginning Thurs- 
day, September 7, according to 
W. J. Tesch, president of the Wis- 
consin Bankers Association. 

Similar public meetings were held 
in key cities a year ago as a part 
of the association’s district meet- 
ings and also in Milwaukee at the 
annual convention in June. Public 
interest in and approval of these 
“open house” meetings led the Wis- 
consin Bankers Association to plan 
for another series this year to 
accommodate people in areas not 
previously included. 

Each of these public meetings will 
feature John Carter, radio star and 
tenor of the Metropolitan Opera 
Association, and Mr. William A. 
Irwin, of the American Bankers As- 
sociation, New York City, as the 
guest speaker. Guest tickets will be 
distributed by the local banks. 


F.A.A. Offers Unique 
Program At Toronto 


(Continued from page 535) 
dent of the Chatham Manufactur- 
ing Company, Winston-Salem, North 
Carolina, who is an authority on 
industrial relations; K. R. Cravens, 
vice president of the Cleveland 
Trust Company, noted in the field 
of consumer finance; Paul Zerrahn 
of the Phoenix Mutual Life Insur- 
ance Company of Hartford, and 
John Edward Hammell, a prominent 
mining man of Ontario, who will be 
the guest speaker at the banquet 
Thursday night, which terminates 
the convention. 

At this writing, the exhibit of 
financial advertising, which dis- 
Plays that considered best by the 
leading institutions of the country, 
numbers upwards of one hundred 
and fifty panels and seven booths. 

The membership of the Associa- 
tion is unique among financial or- 
ganizations in that it includes both 
buyers and sellers of advertising. 
Publishers and public relation ex- 
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Look, Mr. Williams... 


A NEW 


Buyers Guide / 


BANKING IS A BUSINESS 


Those of us who get behind the scenes 
know there is more to this bank busi- 
ness than sitting at a lobby desk con- 
ferring with customers. We know that 
behind the scenes is the complex, 
detailed business machinery of bank 
operation—the pistons and gears which 
make the whole institution operate effi- 
ciently and smoothly. 


We know that this business machine 
consists of adding machines, bookkeep- 
ing machines, coin changers, typewriter 
ribbons, communicating systems, files 
and record systems, safes and vaults, 
and a dozen other kinds of general 
office and specific bank equipment. We 


Yes, Bankers Monthly is preparing 
another edition of the Buyers Guide 
for you. Revised and up to date, 
with more supply sources listed 
and a number of new classifica- 
tions added, it will appear as a 
part of the next (October) issue. 





know that it consumes vast quantities of 
checks and statements and forms and 
stationery and carbon paper and pencils 
and ink and erasers and rubber bands 
and typewriter ribbons—these and much 
more, to keep the “machine” running. 


Knowing all this, Bankers Monthly 
has accepted the responsibility of pro- 
viding you with the semi-annual Buyers 
Guide, a comprehensive “directory” of 
responsible supply sources of every 
physical need of your institution. Thou- 
sands of bankers have already discov- 
ered that using it consistently makes 
their purchasing simpler, more exact, 
and far more economical. 


If you have not already done so, get the Buyers Guide habit, starting with 


the October issue 


... in the interests of Better Buying for Banks 
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perts meet on common ground with 
those who are charged with the 
responsibility. of presenting the 
service of specific financial institu- 
tions to the public. Their interests 
are mutual, since the seller of ad- 
vertising or service realizes that he 
cannot long continue in business 
without giving value, and the buyer 
cannot long continue such without 
getting it. 

The spirit of harmony and help- 


denced by the co-operation of these 
groups which the unthinking might 
consider opposed. 

Like death and taxes, conventions 
are inevitable, but the Toronto con- 
vention of the F. A. A., both from 
the record of previous years and the 
present program, should prove in- 
teresting and profitable. 

The Association welcomes to its 
convention bankers and others in- 
terested in financial advertising, in 


fulness which has 





actuated 
F. A. A. from its inception is evi- 


the public 


relations, and 
development. Registration 


(MINNEAPOLIS- MOLINE }}d 


Today Modern MM Tractors are used for 

many money making and money saving 

operations besides regular field work. 

Center photo shows how a man saves his 

entire orchard in which the trees had 
blown down. 


_— a display of farm machinery will draw 
a packed audience of 15,000 city people 
on one night, as was the case at the recent Min- 
neapolis-Moline Exhibit in the Minneapolis Au- 
ditorium, it is evident that farm and city interests 
are closely linked. 

Upon the prosperity of the farmer the pros- 
perity of the nation is built; and the farmer who 
pursues prosperity with modern, time-saving 
machinery, is the one that wins the race. Thou- 
sands of progressive farmers will be in the 
market for Minneapolis-Moline Tractors and 
Farm Machinery for 1939 operations, and with 
the cooperation of MM dealers and local bank- 
ers, the necessary purchases can be made. 
Farmers who merit credit should be helped to 
make more money through the use of modern 
machinery. More money in the farmer’s pocket 
means more money for all business and conse- 
quently for the banker. 

Get acquainted with your MM Dealer. 


BRANCHES NEAR EVERYWHERE 


MINNEAPOLIS-MOLINE 


POWER IMPLEMENT COMPAN 


MINNEAPOLIS 
MINNESOTA 


in business 
and 


hotel reservations may be made 
through Preston E. Reed, executive 
vice president, 231 South La Salle 
Street, Chicago. 


Safekeeping Hazards 


Failure to keep an accurate and 
reliable account of all securities left 
in the safekeeping of the bank has 
resulted in disaster for more than 
one organization. This practice of 
neglecting to keep records of secu- 
rities left with tellers and cashiers 
has been quite common in small 
banks. 

The only safe way is to insist 
that two officers be jointly respon- 
sible for all securities left with the 
bank, and that all securities brought 
to any window to be left either for 
safekeeping or for possible sale be 
taken directly to them. These of- 
ficers should make certain that a 
receipt is given to the customer 
and that a duplicate receipt is kept 
in the bank in a bound book which 
is not available to the entire staff. 

Often, in a small bank, a friend 
of the teller will come in and slip 
him a bond with the instructions 
“see if you can make any money 
for me on this.” Just such an inci- 
dent cost one bank a loss of $50,000 
in funds and forced the closing of 
its doors. 

In this case, an old lady gave the 
teller, in whom she had implicit 
faith and trust, $3,000 in bonds to 
keep for her. She took no receipt, 
and her only request was that the 
bonds either be sold or kept until 
she needed them. 

The teller then immediately sold 
the bonds and used the money in 
market speculations. When the lady 
came in, asking for her bonds, he 
told her that he had scld them. He 
then stole money from dormant 
savings accounts and was thus able 
to pay her in full. 

Because this bank kept no sep- 
arate record of dormant savings 
accounts, and made no periodical 
check on them with depositors, he 
was able to continue appropriating 
money from other accounts in this 
manner. 

Finally one of the dormant ac- 
counts came to life with a request 
from the depositor for a $1,000 with- 
drawal. The account which should 
have shown a balance of $5,000 had 
only $5. The teller was identified 
as the guilty culprit through a study 
of his handwriting and he is now 
in the penitentiary, but this punish- 
mtnt has not restored the bank.— 
Herbert J. Schmidt. 
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Contemplated, Contracted, 
And Under Way 


Union Savings Bank and Trust Co., 
Morrisville, Vt.—new building. 

First National Bank, Galsco, Kan.— 
storage vault, additional teller 
space. 

Victoria (Tex.) Bank and Trust 
Co.—new five-story building, air 
conditioning—$325,000. 

State National Bank, Denison, Tex. 
—remodeling and enlarging, in- 
direct lighting, air conditioning. 

Commercial National Bank, Shreve- 
port, La.—new 17-story building, 
air conditioning—$1,000,000. 

Exchange National Bank, Colorado 
Springs, Colo.—new trust depart- 
ment quarters. 

Bank of Blue Mountain, Miss.—re- 
modeling, and enlarging. 

National Bank of Logan, W. Va.— 
remodeling and enlarging, mod- 
ern counters. 

Depositors Trust Co., Augusta, Me. 
—remodeling and enlarging. 

Exchange Bank, Kahoka, Mo.—en- 
larging quarters. 

First National Bank, Stratford, 
Okla.—remodeling building. 

American State Bank of Flat River, 
Mo.—new front, night depository. 

Lincoln National Bank, Cincinnati, 
O.—enlarging quarters. 

First National Bank, Danville, Va.— 
remodeling building. 

Calhoun County Bank, Hampton, 
Ark.—new building. 
Farmers Bank, Shreve, 

fireproof building. 

First National Bank of Narrows, 
Va.—new building—$36,000. 

Farmers and Merchants Bank, Mari- 
nette, Wis.—redecorating interior. 

National Bank of Commerce, San 
Antonio, Tex.—enlarging building 
and air conditioning system, pneu- 
matic tube system—$100,000. 

Lincoln National Bank, Covington, 
Ky.—enlarging and remodeling. 

American Trust Co., Petaluma, Cal. 
—remodeling interior. 

First National Bank, Greenwich, 
Conn.—new building. 

First National Bank, Saint Johns, 
Kan.—remodeling interior, new 
glass front, new deposit vault. 

Citizens National Bank, Tyler, Tex. 
—new stairway. 

Central Trust Co., Seventh St. 
branch, Covington, Ky.—enlarg- 
ing quarters, air conditioning. 

Bank of Millen, Ga.—remodeling 


O.—new 
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interior, modern counters, indirect 
lighting. 

Wells Fargo Bank and Union Trust’ 
Co., San Francisco, Calif.—re- 
modeling executive quarters. 

First National Bank, San Rafael, 
Cal.—air conditioning—$3,000. 

Commerce Union Bank, Nashville, 
Tenn.—remodeling new quarters. 

Lewiston (Pa.) Trust Co.—remod- 
eling and enlarging. 

Pajaro Valley, Bank, Watsonville, 
Cal.—new building. 

Bank of America, 12th St. branch, 
Sacramento, Cal.—remodeling and 
enlarging—$15,000. 

California Bank, Van Nuys, Cal.— 
enlarging safe deposit depart- 
ment. 

Hartsdale (N. Y.) National Bank— 
remodeling exterior, new en- 
trance. 

Worcester (Mass) County Institu- 
tion For Savings—remodeling and 
enlarging—$60,000. 

Dayton (O.) Morris Plan Bank— 
remodeling and enlarging, new 
electric sign—$10,000. 

Peoples First National Bank, Law- 
renceburg, Ind.—new building— 
$65,000. 


Special Installations 


Avoyelles Trust and Savings Bank. 
Bunkie, La.—air cooling system. 
First National Bank, Clayton, Mo. 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 





INSTALMENT 
PLAN 







after-hour depository. 

Denison (Kan.) State Bank—addi- 
tional safe deposit boxes. 

First National Bank, Shreveport, 
La.—acoustical ceilings, heat-ab- 
sorbing glass front, terrazzo and 
asphalt tile floors. 

American State Bank, Flat River, 
Mo.—after-hour depository, new 
windows. 

First National Bank, Tarkio, Mo.— 
acoustical ceiling and walls, in- 
direct lighting system. 

Commercial and Savings Bank, 
Griffin, Ga.—sound-proof book- 
keeping room, rush-hour deposi- 
tory, flourescent tube lighting for 
cages. . : 

First National Bank, Galion, O.— 
night depository, delayed time 
lock safe. 

Citizens National Bank, El Reno, 
Okla.—after-hour depository. 

Merchants National Bank, Mobile, 
Ala.—modern lighting system, 
acoustical walls and ceilings, air 
conditioning, new vaults, pneu- 
matic tube system. 

First National Bank of Brundidge, 
Ala.—air conditioning. , 

Citizens Industrial Bank, San An- 
tonio, Tex.—air conditioning, 
modern counters, venetian blinds. 


The scientific feature of the in- 
stallment loan technique is that an 
earnest study is made of the time 
each month when the borrower will 
have income to apply to the loan. 


Collateral with a serial number 
is easily identified. 





foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


BRANCHES IN PRINCIPAL CITIES 








THE 
PUBLIC 
NATIONAL 


BANK 
AND 
TRUST COMPANY 
OF NEW YORK 


Service — Maintaining an 
intimate, personalized corre- © 
spondent bank service. 


Experience—Oficials with 


years of service in this field, 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Poliey — To cooperate with 
out-of-town banks rather than 
compete for business which is 


rightfully theirs. 


ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 


$10,000 A Year Men 


—who know banking—to sell BETTER 
Holdup Protection For LESS Money, 
to suburban and rural banks. Address 


J. B. LINDL, Miller Block—Milwaukee, Wis. 


‘STEED &<TRONG 


Coin Wrappers, Kull Straps, Coin Bags, 
Lead Seals, Coin Trays. 
Write for complete catalog. 

THE C. L. DOWNEY COMPANY 


941-943 CLARK STREET 
CINCINNATI, OHIO. 
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Not long ago, steam was applied 
to locomotion by land and sea, and 
electricity to the transmission of 
thought and speech. Their introduc- 
tion was an experiment; they were 
at first a speculation, and not an 
investment. Speculation is truly the 
handmaid of enterprise, and the two 
are so closely associated that one 
cannot be curtailed without crip- 
pling the other. 
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The Stock Exchange and banks of 
the large cities are closely allied 
and together constitute the money 
market. Banks cluster about the 
Stock Exchange, for bonds and 
shares are among the most desirable 
collateral securities for loans, and 
the testimony of bankers would 
easily be that losses from this source 
show a much smaller percentage 
than in commercial paper. 


September, 1889 


St. Paul—The writer resided for 
a short time in St. Paul just ten 
years ago. To any one who visited 
it then must have occurred, as it did 
to the writer, a hundred surprises 
that so wealthy a community should 
be so deficient in this thing and 
that, but a sagacious real estate 
owner, who had made a fortune in 
Chicago by vacant real estate, pur- 
chasing by the dozen blocks there, 
and who had gone in for all he 
could purchase in St. Paul, took the 
narrator to the West Bluff, and then 
with the finger, guided by what is 
known as “the real estate eye’, 
traced the coming city, and proph- 
esied that, as it progressed, the 
money would come for all the miss- 
ing beauties. He added: “If the 
corporation, backed by the capital- 
ists, undertook to cut away these 
hills and to pave streets and dig 
sewers, and build expensive water 
works, and all the other expendi- 
tures that might be named and 
needed, the cost of lots would be 
beyond the purchasing power of the 
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ordinary settler, and the taxes 
would sink the city in such debt 
that, bruited abroad, it would in- 
evitably keep away its legitimate 
and most useful coming population, 
and the future we hopefully antic- 
ipate for St. Paul would be de- 
stroyed.”’ 


September, 1889 


The city of Chicago is showing 
her usual confidence in her money 
and managerial resources, by her 
rapid and powerful organization, 
to be ready to show Congress at its 
next meeting that her citizens are 
prepared, with money and business 
skill, to handle the World’s Fair to 
be held in the United States in 
1892. There need be no doubt about 
the ability of Chicago to do credit 
to this country in the management, 
providing they get the sanction of 
Congress in its needed assent to its 
being held here. 


September, 1889 


The truth is that production is in- 
creasing at about the rate indicated 
by these figures. The speculative 
trading may have increased some, 
but the explanation of the foregoing 
must be sought in the various do- 
mains of production. In one respect 
the increase has been greater than 
these figures would suggest, for the 
tendency in nearly every line is to 
lower prices. In other words, the 
production would have to be quite 
largely increased to even reach last 
year’s figures. In this inventive age 
$1,000,000 represents vastly more 
actual production than it did even 
ten years ago, and the general ten- 
dency is bound to be in that direc- 
tion, so long as progress is made it 
the industrial world. If the cleal- 
ance system, with its registration of 
the volume of business transacted, 
was so adjusted as to. take in all the 
banks, instead of those of the large! 
cities, the figures given would bey 
incalculably augmented. 
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LTHOUGH CLOSELY CONFINED AND GUARDED, FRENCH PRISONERS 
OF WAR, CAPTURED BY THE BRITISH DURING EARLY 19TH CENTURY NAPOLEONIC 
WARS AND LODGED IN SCOTTISH JAILS, WERE ABLE, SUCCESSFULLY, TO 
COUNTERFEIT BANKNOTES ISSUED BY THE BANK OF SCOTLAND AND THE 


COMMERCIAL BANKING COMPANY OF SCOTLAND; 


OF SEALS AND WATERMARKS OUT 
FOOD, AND FORGED LETTERING BY 
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Coinage—The busy stamps work 
on. For the past six months of 1889, 
the gold coined is, in full legal 
tender value, $10,500,000, mostly 
double-eagles, therefore not for cir- 
culation, but for bank and Treasury 
reserves and foreign settlements. 
The silver struck off, to be de- 
posited in the Treasury, was nearly 
all standard dollars, $18,200,000 for 
the internal trade. The whole gold, 
silver, and minor coin foots up close 
to $30,000,000, so we shall not want 
currency for the expansion of the 
Internal exchanges when and after 
the big crop begins to move. 


September, 1889 


American Bankers’ Association— 
The Assistant Secretary of the 
American Bankers’ Association vis- 
ited Kansas City last month to 
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THEY CARVED DIES 
OF BONES STOLEN FROM PRISON 


THE USE OF CRUDE CROW-QUILLS. 


make arrangements for the conven- 
tion to be held there during the last 
three days in September. About 
1,500 bankers are expected to at- 
tend the convention. Of these, 600 
will come on a special train from 
the East. It will consist of Pullman 
cars, most of them new, for which 
this trip will be the first one. The 
train will be drawn by four locomo- 
tives. Every courtesy that can be 
extended by the railways will be 
put forth. 


September, 1889 

The New York Stock Exchange 
registered in one day last month, 
one hundred and three millions five 
hundred thousand face value, bonds 
and stocks. In addition to this third 
greatest investment mart of the 
world, New York needs a great 
bank to be solely and only a bank 
for banks and bankers. 


readin’ 
writin’ 
‘rithnetic 


time for YOU too —if 
you want to progress. 


You don’t have to leave your 
home—just spend 10 minutes 
a day reading the books selected 
by popular vote to have the 
greatest value, for bankers and 
potential bankers, of any bank- 
ing books published. 


They will help in your everyday 
work—they will give you a 
fundamental knowledge of 
banking generally. 


On approval if you wish. 


BANK LOAN MANAGEMENT 
BANK COST CONTROL 
ADVERTISING FOR BANKS 


The Blue Book Library 


PASTE THIS COUPON GN A PENNY POSTCARD 


Ranp M*Natity & ComMPANy 
536 South Clark St., Chicago 


Send me the Blue Book Library on 5 
day approval plan. If I like them I will 
send you $5—the special price for the 
3—or $2 each for any one or two I keep. 





WHO'S WHO IN BANKING NEWS __ 


U.S. National, Portland, Promotes 


Early in August, Paul S. Dick, 
president of the Un‘ted States Na- 
tional Bank of Portland, Ore., an- 
nounced the following promotions: 
Frank C. Hak, advanced from as- 
sistant vice president to vice presi- 
dent; J. J. Gard, from cash’er to 
vice president; and H. L. Stiles from 
assistant cashier to cashier. All 
three men have long records of 
service with this Portland institu- 
tion. 


Alexander on Tennesee 
Commission 


Vance J. Alexander, president of 
the Union Planters National Bank 
and Trust Co., of Memphis, Tenn., 
has been appointed by Gov. Pren- 
tice Cooper of that state to the five- 
member commission of the State 
Civil Service Law Admin’stration. 


Wood Manages Richmond Fund 


Jesse F. Wood, vice president of 
the State Planters Bank and Trust 
Co., of Richmond, Va., and manager 
of its Broad Street branch, has been 
appointed general manager of the 
1939 campaign for the Richmond 
Community Fund. Mr. Wood has 
been, for many years, closely iden- 
tified: with the activites of the 
Richmond Community Fund in 
various capacities. 

He is also well known in that city 
for his other astive civic interests. 


Harris Trust Advances Pritchard 


Richard E. Pritchard has been ad- 
vanced from cashier to a vice presi- 
dency in the Harris Trust and Sav- 
ings Bank of Chicago. 

Mr. Pritchard joined the Harris 
Trust in 1920, after 14 years with 
the First National Bank of Chicago, 
where he started as a young man 
of 16. His subsequent advancements 
in the Harris bank have been con- 
sistent in their frequency—assistant 
cashier 1925, assistant vice presi- 
dent in 1930, and cashier in 1934. 

George Slight, ass’stant cashier, 
was promoted to Mr. Pritchard’s 
former position. Mr. Slight joined 
the Harris in 1916, and has been an 
assistant cashier since 1931. 
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Chase Honor Roll 


In recent weeks, the Chase Na- 
tional Bank of New York, marked 
up on its honor roll the names of 
three more of its executive staff. 

On July 29, Charles H. Tompkins, 
an assistant manager, completed 40 
years with the institution. On the 
same date, George A. G. Bloss, also 
an assistant manager, celebrated 
the 20th anniversary of his start 
with Chase. 

On July 30, Charles W. Higley, 
a second vice president, rounded 
out his first quarter century of serv- 
ice. 


Golden Jubilee For Northern Trust 


tg 
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The first para- 
graph in the Au- 
gust issue of 
Bankers Monthly 
for 1889, read as 
follows: 

“The Northern 
Trust Company 
Bank, Chicago.— 
Byron L. Smith 
will be President 
of the Northern 
Trust Company, 
C. L. Hutchinson, Vice President, 
and Joseph T. Bowen, a son-in-law 
of John DeKoven, Cashier.” 

The bank opened on August 12, 
fifty years ago. At the beginning, 
the Northern Trust Co. had three 
active officers and three employees. 
It occupied a small space on the 
second floor of the Rookery Build- 
ing which still stands at the south- 
east corner of LaSalle and Adams 
streets in Chicago. It started with a 
fully paid capital of $1,600,000, and 
its board of directors consisted of 
nine leaders in the industrial, com- 
mercial, and financial life of Chi- 
cago and the middle west. 


During the first year, its deposits 
climbed to a total of $2,500,000. The 
bank’s savings department was 
opened January 23, 1893, and at the 
end of the first year it had $750,000 
in savings deposits. Today savings 
total $76,000,000. 

The present bank structure was 
completed in 1906. All of the eight 
floors of this modern banking struc- 
ture are occupied by the bank. The 
building has been air conditioned 
since 1930, being the first office 


hy 


SoLoMoN A. SMITH 


building in the Chicazo loop to bk 
so equipped. 

The first dividend was declare 
payable on July 1, 1896. The 166th 
consecutive dividend was paid t 
stockholders on July 1, 1939. 

Solomon Albert Smith, eldest so 
of the founder Byron L. Smith, ha 
been the bank’s president since th¢ 
death of his father in 1914. 

At present, the bank’s deposi 
total is $344,000,000, which make 
the Northern Trust Co. 21st in th 
list of the nation’s largest financid 
institutions. 


Joins American National, 
Chicago 


Leigh R. Gignilliat, Jr., forme 
deputy administrator of the Fed 
eral Housing Administration, ha 
been elected assistant vice presiden 
of the American National Bank an 
Trust Company of Chicago. 

In 1937, Mr. Gignilliat left th 
F.H.A. organization where he ha 
been in charge of the modernizatio 
program and Title 1 loans to be 
come associated with Commercis 
Investment Trust, Inc. of New York 


Crew On W. & J. Board 


Robert T. Crew, vice presider 
and trust officer of the Ohio Ns 
tional Bank at Columbus, O., hs 
been elected to membership on 
board of trustees of Washingt 
and Jefferson College. In additio 
he heads the Columbus division 
the nation-wide drive to raise $30 
000 for construction of a new chet 
istry building at the college. 


Texas Elects Lydick 


The 5lst president of the Te 
Bankers Association for the comil 
year is Dan E. Lydick, president 
the Union Bank and Trust Co. 
Fort Worth, Tex. 

A native Texan, Mr. Lydick bef 
his business career as a newsboy 
the streets of Fort Worth, later? 
coming a messenger with the ! 
F & M National Bank. In 1907, 
was made cashier of the First 
tional Bank of Grandever, and 
1911 returned to Fort Worth in! 
new position of president of 
Exchange State Bank, and 
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president of the F & M National 
Bank. In 1928, he organized the 
Union Bank and Trust Co. 


Nelson On Y Board 


Robert W. Nelson, vice president 
of the First National Bank at Cin- 
cinnati, has been elected to the 
board of directors of the Y. M.C. A. 
of that city. Long identified with 
worthy civic interests, Mr. Nelson 
is also at the present time, vice 
chairman of the Eastern Hills 
Y. M. C. A. management committee, 
and president of the Cincinnati 
Rotary Club, and a vestryman of 
the Episcopal Church of Hyde Park. 


(Continued on page 576) 
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National Associations 


Sept. 11-14—Financial Advertisers 
Association—Royal York Hotel, 
Toronto, Canada. 

Sept. 18-20—Robert Morris Asso- 
ciates—Rochester, N. Y. 

Sept. 20-22—-National Association of 
State Bank Supervisors— Salt 
Lake City, Utah. 

Sept. 20-22—National Association 
of State Bank Supervisors—Salt 
Lake City, Utah. 

Sept. 21-24—Association of Bank 
Women—Benjamin Franklin Ho- 
tel, Seattle, Wash. 

Sept. 25-28—American Bankers As- 
sociation—Olympic Hotel, Seattle, 
Wash. 

Sept. 28-30—National Association 
of Bank Auditors and Comptrol- 
lers—Seattle, Wash. 

Oct. 9-11—Morris Plan Bankers As- 
sociation, Westchester Country 
Club, Rye, N. Y. 


State Associations 


California—Del Monte, (Hotel Del 
Monte)—Oct. 9-13. 

Delaware—Rehoboth Beach, (Hotel 
Henlopen)—September 8. 

Nebraske—Omaha, (Frontenelle 
Hotel)—Oct. 23-24. 


Bankers’ Conferences 


Sept. 19-20—Pacific Coast and 
Rocky Mountain Trust Confer- 


ence—Hotel Biltmore, Los An- 
geles. 

Oct. 26-27—Mid-Continent Trust 
Conference—Stevens Hotel, Chi- 


cago. 
Dec. 7-8—A. B. A. Regional Con- 
ference—Richmond, Va. 


September, 1939 


prompt information. 


Accounting Machines 
— Accounting and Audit Con- 
tro! 

Adding Machines 

Adding Machine Rolls and Paper 

Addressing Machines 

Addressing Machine Plates, Sten- 

cils, etc. 

Adhesives 

Air Conditioning Equipment 

Alarms, Bank Vault 

Architects and Builders 

Autographic Registers 

12 Bandit Resisting Enclosures 
and Alarm Systems 

13 Bandit Resisting Enclosures 

14 Bank Directories 

15 Bankers’ Note Cases 

16 Banking By Mail Envelopes 

17 Banking Textbooks 

18 Bookkeeping Machine Desks 

19 Bracket Lamps. 

20 Bronze and Brass Signs 

21 Burglar Alarms 

22 Calculating Machines 

23 Calendars 

24 Carbonized Checks and Forms 

25 Carbon Paper and Inked Ribbons 

26 Central Files 

27 Chairs, Aluminum 

28 Chairs, Posture 

29 Chair Pads and Cushions 

30 Changeable Signs 

31 Check Book Covers 

32 Check Cancelling Perforators 

33 Check Certifiers 

34 Check Dispensers 

35 Check Endorsers 

36 Check Files 

37 Check Protectors 

38 Checks 

39 Check Signers 

40 Check Sorting Trays 

41 Check Sorters 

42 Check Stub Holders 

43 Chime Clock Systems 

44 Christmas Savings 

45 Clips, Paper 

46 Clocks, Advertising 

47 Coin Bags 

48 Coin Boxes 

49 Coin Cards 

50 Coin Changers 

51 Coin Clocks 

52 Coin Counting Machines 

53 Coin Counting and Packaging 
Machines 

54 Coin Envelopes 

55 Coin Sorting and Counting Machines 

56 Coin and Currency Trays 

57 Coin Wrappers 

58 Copyholders 

59 Counter Cash Protectors 

60 Counter Equipment 

61 Coupon 

62 Coupon Envelopes 

63 Currency Boxes 

64 Currency Envelopes 

65 Currency Straps 

etal and Rubber 

67 Dating Machines and Stamps 

68 Daylight Hold-Up Protective Equip- 


69 a 

70 Deposit Ticket Files 
71 Desk Fountain Pens 
72 Desk Lamps, Portable 


Desk Pads 
74 Dictating Machines 


= 
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Recommended. e @ The Bankers Secre- 


tary Service conducted by Mary Manning (without charge) 
for customers of Rand M€Nally & Co. 
Miss Manning about any kind of bank or office supplies, 
services or equipment, from pins to building, will bring 
Listed below are only some of the 
items she can tell you about. 
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Rand M9Nally & Co., 536 So. Clark St., Chicago, Ill. 












An inquiry to 


Duplicators 

Duplicating Machine 
Supplies 

Electric Si 

Envelope eau, Hand 

Expanding Envelopes 

Filing Cabinets 

Filing Systems and Supplies 

Fire Alarm Systems 

Forms 

Forms, Continuous 

Fountain Pens 

Furniture 


ee Mending Tape 


~§ Regtesting ) Machine 

Ink in Powdered Form 

Interest Calculators 

Interest Computing Machines 

Lamps, Desk 

Lamps, Adding, Posting Machine 

Loose Leaf Binders 

Machine Bookkeeping Forms 

Maps 

Mats 

Money Orders 

Night Depositories 

Night Depository Bags 

Numbering Machines 

Paper 

Paper Fasteners 

Pass Books 

Pay Roll Envelopes 

Pencils 

Pencils, Mechanical 

Pen Points, Steel 

Personal Loan Systems 

Photographic Bank Systems 
achines 

Public Relations Advertising 

Quick Deposit Envelopes 

Registered Mail Envelopes 

Rubber Stamps 

Safes, Fire —~ ¥ Burglar Proof 

Safe Deposit Boxes 

Safety Paper 

Sand Urns 

Savings Banks, Home and Pocket 

Savings Clubs 

School Savings Systems 

Sealing Wax 

Seals 


Seals, Coin Bag 

Seals, Corporation, Notary, etc. 

Stamp Pads 

Stapling Machines and Staples 

Statistical Service 

Storage Files 

Supplies, Bank and Office 

Table and Floor Lamps 

Tear Gas 

Telephone Silencer 

Tellers-Bookkeepers Intercommuni- 
cation Systems 

Thermometers, Giant Electrical, Ad- 


mae , @ 

Time and Delayed Time Locks 

Time Stam 

Travelers Checks 

Typewriters 

— 
a 

Vault Ventilators 

Venetian Blinds 

Visible Records 

Watchman ing Systems 

Window and Lobby 


Changes since Rand M@Nally Bankers Directory, First 1939 Edition 


Banks not previously reported indicated by a * 


NEW AND REOPENED INSTITUTIONS 


New Banks 
New Branches 


re reer rere rer 


National 11; State 15 


National 22; State 29; Other Institutions 1 


ee 


Total 1 


BANKS REPORTED DISCONTINUED 


Through Liquidation................... 
Through Absorption.......... 
Through Conversion M Brctong eran eo 
Through Merger or Consolidation 

Total discontinued. ...... 


.....-National 7; State 30; Private 2; Other Institutions 1. 
....National 15; State 26 
...-National 3; State 10 


National 3; State 8 


Total 40 


Total 11 


.....-National 28; State 74; Private 2; Other Institutions 1 


BRANCHES REPORTED DISCONTINUED 


Through Liquidation 
Through Absorption 
Through Conversion 
Through Merger or Consolidation 


Total Discontinued 


1 


Total 1 
Total 26 


CHANGES IN TITLE AND /OR LOCATIONS 


Head Offices 


re Soe anes ae ele ae a aiee Wau 


ALABAMA 
Albertville 
State National Bank of Decatur, 
Branch of Decatur 61-304 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Albertville 
Tennessee Valley Bank, Branch of De- 
catur 61-304 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Athens 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Athens 
Tennessee Valley Bank, Branch of De- 
catur 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Collinsville 
State National 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of: Decatur, May 13, 1939) 
Collinsville 
Tennessee Valley Bank, Branch of De- 
catur 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Courtland 
“State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Courtland 
Tennessee Valley Bank, Branch of De- 
eatur 61-280 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Cullman 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank. 
Branch of Decatur, May 13, 1939) 
Cullman 
Tennessee Valley Bank, Branch of De- 
catur 61-472 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Decatur 
State National Bank of Decatur.61-116 
(Capital: Common $100,000, Preferred 
$250,000, T. J. Cottingham, President, 
J. S. Wyatt, Cashier. Conversion of 
Tennessee Valley Bank and thirteen 
. branches located throughout Alabama. 
Effective May 13, 1939) 
Decatur 
Tennessee Valley Bank 
(Head Office and thirteen branches 
converted to State National Bank of 
Decatur and branches, May 13, 1939) 
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Decatur, 


Bank of 


Decatur, 


Decatur, 
0 


Decatur, 


National 5; State 14; Private 1 


tans National 1; State 2 


Falkville 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
3ranch of Decatur, May 13, 1939) 
Falkville 
Tennessee Valley Bank, Branch of De- 
eatur 61-288 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Florence 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Florence 
Tennessee Valley Bank, Branch of De- 
catur 61-88 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Haleyville 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Haleyville 
Tennessee Valley Bank, Branch of De- 
catur 61-200 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Huntsville 
State National Bank of Decatur, 
Branch of Decatur 61-78 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Huntsville 
Tennessee Valley Bank, Branch of De- 
catur 61-78 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Leighton 
State National Bank of Decatur, 
Branch of Decatur 61-317 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Leighton 
Tennessee Valley Bank, Branch of De- 
eatur 61-317 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Russellville 
Tennessee Valley Bank, Branch of De- 
catur 61-154 
(Sold to Citizens Bank & Savings Com- 
pany, April 29, 1939) 
Scottsboro 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Scottsboro 
Tennessee Valley Bank, Branch of De- 
ecatur 61-213 
(Converted to State National Bank of 


Decatur, 
8 


Decatur, 


Decatur, 
0 


Decatur, 


Total 20 


Decatur, Branch of Decatur, May 13, 
) 


National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Sheffield 
Tennessee Valley Bank, Branch of De- 
catur 61-106 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 
Tuscumbia 
State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 
Tuscumbia 
Tennessee Valley Bank, Branch of De- 
catur 61-122 
(Converted to State National Bank of 
yy Na Branch of Decatur, May 13, 
1 


Decatur, 


Decatur, 


ARKANSAS 
Atkins 


Merchants & Farmers Bank... .81-216 
(Voluntarily liquidated March 23, 1939) 
Hartman 
Bank of Hartman 
(Voluntarily liquidated. Ceased receiv- 
ing deposits April 13, 1939) 
Mansfield 
Bank of Mansfield 
(Capital $30,000, Surplus and Profits 
$11,000. C. C. Graves, President, G. R. 
Holbrook, Cashier. Purchased assets 
and assumed liabilities of the National 
Bank of Mansfield.) 
Mansfield 
National Bank of Mansfield... .81-249 
(Assets purchased and liabilities as- 
sumed by Bank of Mansfield which 
opened March 6, 1939) 


CALIFORNIA 

Beverly Hills 
Bank of America National Trust and 
Savings Assn., Wilshire at Beverly 
Drive Branch 90-1400 
(H. F. Schilling, Opened 
June 26, 1939) 

Colton 
Citizens National Bank 
(Taken over by Citizens National 
Trust & Savings Bank, Riverside, 
March 15, 1939, which bank now 
operates a branch at Colton) 


Colton 
Citizens National Trust & Savings 
Bank, Colton Branch of Riverside 
(W. T. Garrett, Manager. Succeeded 
Citizens National Bank, Colton, March 
15, 1939) ° 

San Francisco 
American Trust Company, Westwood 
Park Office 11-131 
(Consolidated with West Portal Office, 
May 15, 1939) 
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CONNECTICUT 
ntsville 
Mpiantsville National a eee 
(Closed June 26, 1939 


. 51-325 


DELAWARE 


{ito 
weirs National Bank.............62-73 
(Voluntarily liquidated March 1, 1939) 
Wilmington 
Provident Trust Company 
(Voluntarily liquidated May 10, 1939. 
Changed name to Provident Loan 
Bank. and not operating as a bank. 


FLORIDA 


Brooksville 
First National Bank 


in Brooksville 
35 


(Deposits assumed by Hernando State 
Bank. February 27, 1939) 

Jacksonville Beach 

*The Beach Bank......... $....63-535 
(Capital $25,000, Surplus $6,000. Fred 
Cc. Allen, President, John S. Pyatt, 
Cashier. Change in title of The Jack- 
sonville Beach Bank, effective July 13, 
1939) 

Jacksonville Beach 

*The Jacksonville Beach 
(Changed title to The 
July 138, 1939) 

Miami 

Gables Trust Company (Shoreland Ar- 
eade Bldg.) . 63-537 
(Capital $102, 000, Surplus and Profits 
$85,000. Oscar F. Miller, President, 
Lindsey Hopkins, Jr., Treasurer. 
Authorized to engage in general trust 
business January 20, 1939) 

Sanford 

Florida State Bank of Sanford. .63-538 
{Capital $50,000, Surplus $10, 000. M. 
G. McNair, President, R. G. Bennett, 
Cashier. Opened June 2, 1939) 

Sarasota 

*Sarasota State Bank E 
(Capital $60,000, Surplus $15,000. J. C. 
Cardwell, President, Paul B. Hale, 
Cashier. To open in October) 


63-535 
sank, 


Bank.. 
Beach 


GEORGIA 


Colquitt 

Bailey eee Company bat ther 
Bank) 64-116 

(Changed title “to” ‘Farmers ‘rein 
Company, (Private Bank—Not Inc.), 
May 3, 1939) 

Colquitt 

Farmers Banking Company (Private 
Bank—Not Inc.) . 64-1166 
(J. L. Crawford, Owner and Cashier. 
Change in title of Bailey Banking 
Company (Private Bank) Effective 
May 3, 1939) 


IDAHO 


American Falls 

*American Falls Bank, Inc. . -92-291 
(Capital $25,000, Surplus $12 2,500. V. G. 
Logan, President, C. W. Adams, Cash- 
ier. Opened August 1, 1939) 

Parma 

First National Bank. 

(Will be acquired by ‘The Idaho First 
National Bank of Boise, Boise, April 
7, 1939 and operated as Parma Branch 
of Boise) 

Parma 

The Idaho First National Bank of 
Boise, Parma Branch of Boise. .92-192 
ey First National Bank, April 


ILLINOIS 

Brussells 

Bank of Brussels - 
(Liquidated through Bank of Calhoun 
County, Hardin, April 13, 1939) 
Chicago 

*Hamilton State 

(Liquidating. No deposits to ag ac- 
cepted after July 31, 1939) 
Chicago 

cee National Bank of Chicago 


(Capital © "$600, 000. Ww. W. Farrell, 

President, D, V. Benner, Cashier. Con- 

version of Mercantile Trust and Sav- 

ings Bank of Chicago, June 30, 1939) 
Chicago 

Mercantile Trust and Savings Bank of 

Chicago 

(Converted to Mercantile National 

Bank of Chicago, June 30, 1939) 
Chicago 

Rogers Park State Bank of ene 

(Capital $25,000, Surplus $25,000. R. H. 

Brunkhorst, President, Harry Schoene, 

Cashier. To open in July, 1939) 


September, 1939 


Columbia 
Monroe County nee Bank « Ratt 
COMPARY -cccccccccccccccccces tOCROee 
(Converted to Monroe’ National Bank 
of Columbia, April 10, 1939) 

Columbia 
Monroe en Bank of Coane 
(Capital $50, 000, “Surplus and Profits 
$24,756. BE. L. Rauch, President, Arthur 
P. Wink, Cashier. Conversion of 
Monroe County Savings Bank & Trust 
Company, April 10, 1939) 

Elmhurst 
Elmhurst National Bank... 
(Capital $250,000. Albert H. Glos, 
President, Otto A. Popp, Cashier. 
Charter issued February 28, 1939. Con- 
version of Elmhurst State Bank) 

Elmhurst 
Elmhurst State Bank...........70-598 
(Converted to Elmhurst National Bank 
February 28, 1939) 

Fairbury 
Fairbury State Bank - 
(Converted to First National Bank in 
Fairbury, April 15, 1939) 

Fairbury 
*Farmers a 


«+++ 70-598 


Bank of Fairbury 


(Capital $50, 606. Surplus 
$19,746. Joe Gerbe ?, 
Shanks, Cashier. 
ers State 

Fairbury 
*Farmers State Bank 70-1950 
(Converted to Farmers National Bank 
of Fairbury, July 1, 1939) 

Fairbury 
First Bank in 


and Profits 
President, Ora A. 
Conversion of Farm- 
Bank, July 1, 1939) 


National Fairbury 

..70-563 

(Capital "$50, 000, Surplus and Profits 

$30,000. T. D. Karnes, President, M. E. 

Tarpy, Cashier. Conversion of Fair- 
bury State Bank, April 15, 1939) 

Kewanee 
Peoples National Bank of Kewanee 
(Capital $100,000, Surplus and Profits 
$158,726. Charles D. Terry, President, 
Charles S. Eastman, Cashier. Con- 
version of Peoples State Savings Bank, 
July 1, 1939) 

Kewanee 
Peoples State Savings Bank 70-248 
(Converted to Peoples National Bank 
of Kewanee, July 1, 1939) 

Macomb P 
Citizens National Bank of Macomb 
(Capital $100,000. E. T. Walker, Presi- 
dent, J. B. Wolfe, Cashier. Conversion 
of Citizens State Bank. Charter issued 
May 31, 1939) 

Macomb 
Citizens State Bank.... 

(Converted to Citizens National Bank 
of Macomb, May 31, 1939) 

Mattoon 
Central Illinois Trust & Savings Beet 
(Converted to Central National Bank 
of Mattoon June 28, 1939) 

Mattoon 
Central National 
(Capital $100,000. John F. Brewster, 
President, W. C. Shy, Cashier. Con- 
version of Central Illinois Trust & 
Savings Bank, June 28, 1939) 

Payson 
State Street Bank. 

(Voluntarily liquidated March 15, 1939) 

Rinard 
*Rinard Banking Company 70-1547 
(Voted to go into voluntary liquida- 
tion at stockholders meeting, July 10, 
1939) 


Bank of Mattoon 


INDIANA 

Brookville 
National Brookville Bank 71-463 
(Sold its assets and transferred its 
deposits to Franklin County National 
Bank, March 14, 1939) 

Fulton 
Farmers & Merchants Bank, Fulton 
Branch of Rochester eee e 71-1305 
(Glenn A. Jackson, in charge. Opened 
March 20, 1939) 

Fulton 
Fulton State Bank 
(Closed March 20, 1939) 

La Fayette 
First-Merchants National Bank. .71-97 
(Changed title to First Merchants Na- 
tional Bank and Trust Company of 
Lafayette, June 1, 1939) 

La Fayette 
First Merchants National Bank and 
Trust Company of Lafayette....71-97 
(Change in title of First-Merchants 
National Bank. Effective June 1, 1939) 


IOWA 
Badger, Ia. 
Humboldt Trust & Savings Bank, Of- 
fice of Humboldt P 
(Discontinued March 17, 1939) 
Blakesburg 
First Bank & Trust Company, 
of Ottumwa (Will 
July 15, 1939) 
Booneville 
Booneville Savings Bank 
(Voluntarily liquidated 
depositors in full. 
1939) 
"Booneville 
*Valley Savings 


Office 
be closed as of 


and paying 
Reported July 6. 


Bank, Booneville, Of- 
a ree ee 
(Opened July 24, 1939. W. J. McAl- 
lister, Manager) 

Cedar Falls ° 
*First National Bank in Cedar Falls 
(Capital: Common $45,000, Preferred 
$55,000, Surplus and Profits $33,000. 
V. W. Johnson, President, W. E. Brown, 
Cashier. Conversion of Union Bank 
& Trust Company, July 22, 1939) 

Cedar Falls 
*Union Bank & Trust Company. 
(Converted to First 
Cedar Falls, July 22, 

Central City 
*North Linn Savings 
Center Point 
(To open September 1, 
F. McNiel, Manager) 

Des Moines 
University State Bank 3 
(Assets purchased and liabilities as- 
sumed by First Federal State Bank, 
March 6, 1939) 

Dike 
Dike Savings Bank 
(Suspended business May 

Dike 
*Iowa Savings Bank 
(Capital $25,000, Surplus and Profits 
$6,000. Herman Nielsen, President, Lee 
Chandler, Cashier. Opened “— 19, 
1939) 

Dow City 
Ute State Bank, Dow City ee of 


- 72-180 
National Bank in 
1939) 


Bank, Office of 


1939. Kenneth 


72-1745 
2, 1939) 


Ute 
(Dissontinasd February 1, i939) 
Kensett 
Farmers Savings Bank, Office of Ply- 
mouth 
(Office certificate cancelled June 14, 
1939 at the time the head office was 
taken over by the Manly State Bank, 
Manly) 
Kensett 
Manly State Bank, Office of Manly.... 
(Geo. Olsen, Manager. Opened June - 
15, 1939) 
Plymouth 
Farmers Savings Bank 72-1967 
(ola to manty State Bank, Manly, 
June 14, 1939 and operated as an of- 
fice of Manly State Bank, Manly) 
Plymouth 
Manly State Bank, Office of Manly.... 
(Mrs. Lottie Brunsvold, Manager. 
Opened June 15, 1939. Succeeded 
Farmers Savings Bank which was 
sold to Manly State Bank, Manly) 
Rockwell 
| aaa Savings Bank, Office of Shef- 
e 
(O. A. Goblirsch, Manager. 
July 1, 1939) 
Thor 
Humboldt Trust & Savings Bank, Of- 
fice of Humboldt 
(Wesley J. Simpson, Manager. 
March 21, 1939) 


Opened 


Opened 


KANSAS 


Johnson County (Kansas City, Mo. P. O.) 
*The Johnson County National Bank & 
Trust Company, 5004-5006 State Line 

83-1451 
(Capital $200,000, Surplus and Profits 
$50,000. Fred C. Vincent, President, 
Alexander M. Meyer, Cashier. Charter 
issued July 5, 1939) 

Morganville 
Bank of Morganville 
(Closed by order of its board of direc- 
tors April 26. 1939) 


KENTUCKY 


Campbellsville 
Bank of Campbellisville......... 73-279 
(Closed June 2, 1939. Placed its af- 
fairs in the hands of the Department 
of Banking for liquidation) 
Campbellsville 
*Citizens Bank & Trust Company 
(Capital $50,000, 
McWhorter, 
Cashier. 


Surplus $10,000. W. 
President, J. T. Swinney, 
Opened July 22, 1939) 
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Cannel City 
*Morgan County National 
(Voluntary liquidation 
Absorbed by 
Liberty) 

Corinth 
Farmers Bank 
(Voluntarily 
1939) 

East Bernstadt 
The First National East 
Bernstadt 73-482 
(Changed title and location to Second 
National Bank of London, London, 
June 9, 1939) 

Frankfort 
Peoples State Bank 
(Assets sold to Farmers Bank and 
Capital Trust Company, February 21, 
1939) 

Golden Pond 
Bank of Golden Pond 
(Placed in hands of State Banking 
Department for liquidation, February 
24, 1939) 

Hardinsburg 
Citizens Security Bank 73-779 
(Assets purchased by Farmers Bank, 
May 13, 1939 to secure deposit liabil- 
ities) 

London 
Second 


73-460 
1939. 
West 


Bank.. 
June 26, 
Commercial Bank, 


liquidated 


March 13, 


Bank of 


National Bank of 


(Capital $50,000, 


London 


Surplus and Profits 
$20,000. G. W. Griffin, President, John 
L. Bruner, Cashier. Change in title 
and location of The First National 
Bank of East Bernstadt. Effective 
June 9, 1939) 

Louisville 
Peoples Bank 
(Closed May 21, 1939) 

Munfordville 
National Bank of Munfordville. .73-684 
(Placed in liquidation February 1, 
1939. Deposit liability assumed by 
Hart County Deposit Bank, January 
28, 1939) 

Rocky Hill 
Bank of Rocky Hill - 
(Closed March 4, 1939. Plaeed in the 
hands of the State Banking Depart- 
ment for liquidation) 


MAINE 

Lewiston 

The First Industrial Bank of Maine, 
Lewiston Branch of Portland......... 
(Change in title of Portland Morris 
Plan Bank, Lewiston-Auburn Branch 
of Portland. Effective January 18, 
1939) 

Lewiston 

Portland Morris Plan Bank, Lewiston- 
Auburn Branch of Portland 
(Changed title to The First Industrial 
Bank of Maine, Lewiston Branch of 
Portland, January 18, 1939) 

Portiand 

The First Industrial Bank of — 
(Capital $100,000, “Surplus $50,000. 
Frank L. Rawson, President, T. Max- 
well Marshall, Treasurer. Change in 
title of Portland Morris Plan Bank. 
Effective January 18, 1939) 

Portland 

Portiand Morris Plan Bank......52-14 
Changed title to The First Industrial 
Bank of Maine, January 18, 1939) 

Waldoboro 

*Depositors Trust Company, 
Augusta 
(Opened August 1, 1939. Succeeded 
Medomak National Bank which liqui- 
dated voluntarily July 31, 1939 and 
sold its deposit liability to the De- 
positors Trust Company, Augusta) 

Waldoboro 
*Medomak National 
(Voluntary liquidation July 31, 
Deposit liability assumed by Deposi- 
tors Trust Company, Augusta, which 
was authorized to open a branch in 
Waldoboro, starting August 1, 1939) 


Branch of 


Bank 


MARYLAND 
Lonaconing 
Allegany Savings Bank..........65-87 
(Deposit liabilities assumed by ‘Liberty 
Trust Company, Cumberland, March 31, 
1939, which bank now operates a 
branch at Lonaconing) 
Lonaconing 
Liberty Trust Company, 
Branch of Cumberland 
(Succeeded Allegany Savings Bank, 
March 31, 1939) 


reereneneend 


MASSACHUSETTS 
Lowell 
Mechanic Savings 


Bank in Lowell 


(Merged with Merrimack River Sav- 
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ings Bank, May 6, 1939 and operated 
as Mechanics Branch) 
Lowell 

Merrimack River 
Mechanics Branch 
(Succeeded Mechanics Savings "Bank 
in Lowell which merged May 6, with 
the Merrimack River Savings Bank as 
a branch) 


Savings Bank, 


MICHIGAN 

Cedar 

*State Bank of Cedar -592 
(Moved and changed title to The "State 
Bank of Suttons Bay, Suttons Bay, 
July 12, 1939) 

Port Huron 
First National Bank of Port ase 

A. Graham, "President, L. R. Morton, 

Cashier. Change in title of First Na- 
tional Trust & Savings Bank, March 
15, 1939) 

Port Huron 
First National Trust & Savings vank 
(Changed title’ to First National Bank 
of Port Huron, March 15, 1939) 

Reading 
Branch County Savings Bank, Reading 
Office of Coldwater -- 74-1200 
(Edward L. Doe, Opened 
April 4. 1939) 

Suttons Bay 

*State Bank of Cedar, Branch of Cedar 


Manager. 


(Discontinued July 12, 
office moved from 
Bay, as The State 
Bay) 

Suttons Bay 

*The State Bank of Suttons Bay. 
(Capital: Common $20,000, 
$20,000, J. C. Viack, 
Hammond, Cashier. Change in title 
and location of State Bank of Cedar, 
Cedar. Effective July 12, 1939) 

Zeeland 
State 


1939 when head 
Cedar to Suttons 
Bank of Suttons 


. 74-592 
Preferred 
President, L. R. 


Commercial & Savings aan 
T4- 
(Consolidated with Zeeland State 


3ank through purchase, July 1, 1939) 


MINNESOTA 
Kerkhoven 
Security State Bank 
(Deposit liability assumed by State 
Bank of Kerkhoven, April 22, 1939) 
Mora 
State Bank of Mora.. - 
(Assets purchased and deposit liability 
assumed by Kanabec State Bank, April 
8, 1939) 
Robbinsdale 
Security State Bank of Robbinsdale 


(Formerly Security State Bank of Rob- 
binsdale, Inc. Articles of Incorpora- 
tion amended to eliminate word “In- 
corporated”, April 12, 1939) 


MISSISSIPPI 

Waynesboro 

First National Bank in Waynesboro 
-408 

(Assets purchased and liabilities as- 
sumed by First State Bank, May 1, 
1939) 

Waynesboro 
First State Bank 
(Capital $25,000, Surplus and Profits 
$20,000. Robert Golden, President, 
Vv. B. McWhorter, Cashier. Purchased 
assets and assumed liabilities of First 
National Bank in Waynesboro, May 1, 
1939) 


MISSOURI 
Dora 


Bank of Dora...... - 80-1680 
(Paid deposits in full and began vol- 
untary liquidation of remaining assets, 
March 10, 1939) 
Humphreys 

Farmers Exchange Bank......80-1037 
(Taken over by Citizens Savings Bank, 
Browning, March 4, 1939) 


MONTANA 
Glendive 


Glendive State Bank 

(Closed June 15, 1939 and taken over 
by Department of Banking for liqui- 
dation) 


NEBRASKA 
Bertrand 


Bank of Bertrand 

(Capital $20,000, Surplus and Profits 
$5,000. F. R. Kingsley, President, H. S. 
Kingsley, Cashier. Change in title and 
location of Norman Exchange Bank, 
Norman. Effective May 1, 1939) 


Cushing 
Cushing State Bank. 76-697 
(Voluntarily liquidated March 20, 1939) 
Norman 
Norman Exchange Bank 76-825 
(Moved and changed title to Bank of 
Bertrand, Bertrand, May 1, 1939) 
Rushville 
Union State Bank 76-372 
(Voluntarily liquidated March 3, 19939, 
Certain assets sold to Stockmens Na- 
tional Bank) 
Springview 
Stockmens Bank 
(Absorbed by First National 
March 30, 1939) 


- 76-619 
Bank, 


NEW JERSEY 
Camden 
Camden Trust CoDOER, South Cam. 
den Office 
Consoli- 
dation of Parkside Office and South 
Broadway Office. Reported July 7, 


Camden 
ee Trust Company, Parkside Of. 
ce 
(Consolidated with South Broadway 
Office as South Camden Office. Re. 
ported July 7, 1939) 
Camden 
Camden Trust Company, South Broad. 
way 
(Consolidated with Parkside Office as 
South Camden Office. Reported July 
7, 1939) 
Gloucester City 
*Gloucester City Trust Company. 
(Absorbed by Camden Trust Co. 
den and merged with existing 
cester City Office, June 3, 1939) 
Harrison 
West Hudson County Trust Company 
55-402 
(Merged with Kearny National Bank, 
Kearny, under charter of Kearny Na- 
tional Bank and under title and loca- 
tion of West Hudson National Bank 
of Harrison, Harrison, June 30, 1939) 
Harrison 
West Hudson National Bank of Harri- 
son 
(Capital: Common $174,000, Preferred 
$600,000. Merger of West Hudson 
County Trust Company, Harrison and 
Kearny National Bank, Kearny. 
Merged June 30, 1939 under charter 
of Kearny National Bank, Kearny) 
Hillside (Station Elizabeth P. O.) 
Hillside Trust Company........55-660 
(Closed voluntarily March 6, 1939. 
Filed certificate of surrender of cor- 
porate privileges and powers in office 
of Department of Banking and Insur- 
ance, March 9, 1939) 
Hoboken 
Columbia Trust Company of New Jer- 
sey 55-115 
(Merged with Hudson Trust Company, 
Union City, April 29, 1939. Office of 
Columbia Trust Company of New Jer- 
sey discontinued) 
Jersey City 
West Bergen Trust Co. 


55-488 
, Cam- 
Glou- 


and branch 


(Merged with Trust Co. of New Jersey, 
April 21, 1939 and operated as West 
Bergen Branch and West Side Branch) 
Kearny 
Kearny National Bank 
(Merged with West Hudson County 
Trust Company, Harrison under char- 
ter of Kearny National Bank and 
under title and location of West Hud- 
son National Bank of Harrison, Harri- 
son, June 30, 1939) 
Kearny 
West Hudson National Bank of Harri- 
son, Branch of Harrison 
(Authorized June 30, 1939) 
Newark 
West Side on Company, 
Avenue Branch 
(Closed March 18, 1939) 
Paterson 
Hamilton Trust Company 
(Head Office and branches taken pos- 
session of by the Commissioner of 
Banking and Insurance, June 17, 1939) 
Plainfield 
First National Bank 
(Deposit liabilities assumed by Plain- 
field’ National Bank, April 10, 1939) 
Pleasantville 
Pleasantville Trust Company... .55-462 
(Taken possession of by the Commis- 
sioner of Banking and Insurance for 
liquidation, June 30, 1939) 
Rahway 
Rahway Trust Company 
(Closed voluntarily March 13, 
Deposits transferred to Rahway Na- 
tional Bank) 
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Trion City 
Commonwealth-Merchants Trust Com- 


y 
(Merger of Commonwealth Trust Com- 
pany and Merchants Trust Company. 
Effective June 5, 1939) 
Union City 
Commonwealth Trust Company.55-152 
(Merged with Merchants Trust Com- 
pany under charter of Commonwealth 
Trust Company as Commonwealth- 
Merchants Trust Company, June 5, 
1939) 
Union City 
Merchants Trust Company 
(Merged with Commonwealth Trust 
Company under charter of Common- 
wealth Trust Company as Common- 
wealth-Merchants Trust Company, 
June 5, 1939) 


NEW YORK 


Albany 

Germano P. Baccelli (Private Beak) 
-52 

(Voluntarily liquidated March 4, 1939) 

Eden 

Bank of Eden 50-1058 

(Deposit liabilities assumed by Bank 

of Gowanda, Gowanda, May 1, 1939, 

which bank now operates a branch at 

Eden) 


Eden 
Bank of Gowanda, Branch of Gowanda 


(Succeeded Bank of Eden, May . "1939. 
Edgar O. Cheney, Manager) 

Mt. Kisco 
Insurance Loan Trust Company.50-1114 
(Capital $100,000, Surplus and Profits 
$14,000. Henry C. Adams, President, 
Edward A. McKaharay, Treasurer. 
Change in title of Trust Co. of North- 
ern Westchester. Approval given 
March 2, 1939) 

Mt. Kisco 
Trust Co. of Northern Westchester 

50-1114 
(Changed title to Insurance Loan 
Trust Company. Approval given March 
2, 1939) 

New York 
Robert Winthrop & Company (Private 
Bank) 1-633 
(Discontinued the business of private 
bankers on June 30, 1939, and are now 
carrying on a brokerage business 
exclusively) 

New York, Borough of Bronx, N. Y. 
Manufacturers Trust Company, 
Boston Rd., Office of Manhattan 
(To open June 1, 1939) 

New York, Borough of Bronx, N. Y. 
Manufacturers Trust Company, 250 ed 
Island Ave., Office of Manhattan.. 

(To open May 15. 1939) 

New York (Borough of Bronx) 

*The Public National Bank & Trust 
Company of New York. Branch at 
163rd St. at Prospect Ave 
(Discontinued. Reported July 14, 1939) 

New York 
Anglo-Prague Credit Bank, Agency of 
Prag, Germany, 67-69 William St. 
(Opened June 1, 1939) 

New York 
Richmond Hill (Borough of Queens) 
*United National Bank of Long Island 
in New York, Branch at Liberty Ave. 
and 115th St 
(Replaced by branch at 103-48 Lefferts 
Blvd. May 20, 1939) 

New York 
Richmond Hill (Borough of Queens) 
*United National Bank of Long Island 
in New York, Branch at 103-48 Lef- 
ferts Blvd. 

(Benjamin F. Downing, Manager. 
Placed Branch at Liberty Ave. 
115th St., May 20, 1939) 

Niagara Falls 
Manufacturers and Traders Trust Co., 
Niagara Falls Office of Buffalo.50-1184 
F. J. Federlein, Manager. To open June 
1, 1939) 

North Syracuse 
North Syracuse National Bank.50-1119 
(Voluntarily liquidated June 20, 1939) 

Watkins Glen 
Elmira Bank & Trust Co., Watkins 
Glen branch office of Elmira 
(Succeeded Watkins State Bank, May 
1, 1939) 

Watkins Glen 
Watkins State Bank... -»-50- 
(Merged with Elmira Bank & Trust 
Co., Elmira, April 29, 1939 which bank 
will operate a branch at Watkins Glen) 


NORTH CAROLINA 


Re- 
and 


Bailey 
The Lucama-Kenly Bank, Branch of 


September, 1939 


Lucama 
(Mrs. Beulah H. Harris, 
Opened April 1, 1939) 
Charlotte 
Charlotte National Bank 
(Merged with Wachovia Bank & Trust 
Company, Winston-Salem, June _ 17, 
1939 which bank opened a branch at 
Charlotte, June 19, 1939) 
Charlotte 
Wachovia Bank & Trust Company, 
Branch of Wachovia Bank & Trust 
Company, Winston-Salem 
(Succeeded Charlottg National Bank, 
Charlotte which was merged with the 
Wachovia Bank & Trust Company, 
Winston-Salem, June 17, 1939 and 
opened as a branch June 19, 1939) 
Clayton 
Bank of Clayton 
(Assets purchased and liabilities as- 
sumed by First-Citizens Bank & Trust 
Company, Smithfield, April 15, 1939, 
which bank now operates a branch at 
Clayton) 
Clayton 
First-Citizens Bank & Trust Company, 
Branch of Smithfield 2 
(S. T. Anderson, Jr., Assistant Cashier. 
ilar, Bank ‘of. Clayton, April 15, 
Hillsboro 
Farmers & Merchants Bank....66-554 
(Liabilities assumed and assets taken 
over by Durham Bank & Trust Com- 
pany, Durham, May 31, 1939) 
Lumberton 
The Scottish Bank.............66-932 
(Capital $109,000, Surplus and Profits 
$56,000. John P. Stedman, President, 
H. J. McCorle, Cashier, Opened March 
1, 1939) 
Pembroke 
Bank of Pembroke nae - 
(Absorbed by The Scottish Bank, Lum- 
berton (new) March 1, 1939, and 
operated as a branch at Pembroke) 
Pembroke 
The Scottish reetes Branch * ine. 
66-520 
(EB. B. Daniel, “Cashier. * Succeeded 
Rank of Pembroke, March 1, 1939) 
Raleigh 
Greensboro Joint Stock Land Bank of 
Greensboro 
(Liquidated March 20, 1939) 
Red Springs 
Bank of Red Springs - 
(Absorbed by The Scottish Bank, 
Lumberton ‘new) March 1, 1939 and 
operated as a branch at Red Springs) 
Red Springs 
The Scottish Bank, Branch of Lum- 
berton 66-254 
(J. A. McRae, Cashier. Succeeded Bank 
of Red Springs, March 1, 1939) 


NORTH DAKOTA 
Bremen 


State Bank of Bremen...... 

(Closed March 18, 1939) 
Northgate 

First State Bank - 

(Deposit liability assumed by First 

National Bank, Bowbells, May 20, 1939) 
Reynolds 

First State Bank of Buxton, Paying 

and Receiving Station of Buxton 

(Oscar Evenstad, Manager. Opened 

January 28, 1939) 


OHIO 


Manager. 


«++.77-523 


Delaware 
Delaware County National Bank of 
Delaware ....... re 
(vesuaeneny liquidated March 15, 
1939. Absorbed by First National Bank) 

Mount Vernon 
The First-Knox National Bank of 
Mount Vernon 
(Change in title of Knox National 
Bank in Mount Vernon. Effective May 
18, 1939. Capital $150,000) 

Mt. Vernon 
First National Bank ..-56- 
(Merged with Knox National Bank in 
Mt. Vernon. April 19, 1939) 

Mount Vernon 
Knox National Bank in Mount Vonee 
(Changed title to The First-Knox Na- 
— Bank of Mount Vernon, May 18, 
1939) 


OKLAHOMA 
Amorita 


Bank of Amorita 
(Taken over by Bank Commissioner 
for liquidation April 5, 1939) 
Covington 
*First State Bank 
(Capital $15,000, Surplus and Profits 
$3,292. G. A. Tucker, President, J. C. 
Beaty, Cashier. Change in title and 


location of Marland State Bank, Mar- 
land, April 1, 1939) 

Eldorado 

First National Bank - 
(Converted to First State Bank, July 
1, 1939) 

Eldorado 

First State Bank - 
(Capital $25,000, Surplus $5,000. E. M. 
Francis, President, A. F. Hutchinson, 
Cashier. Conversion of First National 
Bank, July 1, 1939) 

Fargo 

» Stock Exchange Bank 
(Merged with Sharon State 
Sharon, as The Stock Exchange Bank, 
Woodward, June 19, 1939) 

Marland 

*Marland State Bank 
(Changed title and location to 
State Bank, Covington, April 1, 

Pauls Vailey 

State Title & Trust Company.......... 
(Successor to State Bank 
Company, Howe, which liquidated vol- 
untarily December 31, 1937. Resumed 
active operations and moved and 
+ title. Reported March 320, 
9329) 

Sharon 

Sharon State Bank 
(Merged with Stock Exchange Bank, 
Fargo, as The Stock Exchange Bank, 
Woodward, June 19, 1939) 

Woodward 

The Stock Exchange Bank 
(A. M. Benbrook, President, 
Benbrook, Cashier. Merger of Stock 
Exchange Bank, Fargo, and Sharon 
State Bank, Sharon. Effective June 
19, 1939) 


First 
1939) 


OREGON 
Athena 


First National Bank 

(Deposits acquired by The 

States National Bank of Portland, 
Portland, April 15, 1939, which bank 
now operates a branch at Athena) 
Athena 

The United States National Bank, 
Branch of Portland 96-146 
(F. S. LeGrow, Manager. Succeeded 
First National Bank, April 15, 1939) 


PENNSYLVANIA 
California 
Peoples Bank and Trust Company 
60-903 
(Changed title “to Peoples Bank of 
California, June 28, 1939) 
California 
Peoples Bank of California 60-903 . 
(Capital $125,000, Surplus and Profits 
$55,871. G. B. Frantz, President, John 
R. Gregg, Cashier. Change in title of 
Peoples Bank and Trust Company. 
Effective June 28, 1939) 
Homer City 
Homer City State Bank.......60-1544 
(Change in title and location of Ros- 
siter State Bank, Rossiter. Effective 
March 27, 1939) 
Rossiter 
Rossiter State Bank...........60-1544 
(Changed title and location to Homer 
City State Bank, Homer City, March 
27. 1939) 
Salisbury 
First National Bank of ery 
cco 0- 4 
(Deposit “jiability ‘assumed by Citi- 
~ Bank, Meyersdale, April 


SOUTH CAROLINA 


Bamberg Cash Depository......67-171 
(Capital $2.500, Surplus $259.00. T. F. 
Murphy, President and Cashier. Opened 
February 9. 1939. Took over local busi- 
ness of The South Carolina National 
Rank. Office of Charleston) 
Manning 
The Bank of Clarendon (State row 


Bamberg 


(Capital $25,000, Surplus, $5,000. F. C. 
Reedy, President and Cashier. Suc- 
ceeded Clarendon Cash Depository, 
July 1, 1939) 
Manning 

Clarendon Cash Depository 67-673 
(Succeeded by The Bank of Clarendon 
(State Bank) July 1, 1939) 


SOUTH DAKOTA 
Irene 


Bank of Contagetin, weeey Office of 

Centerville . eee 

(Closed December 3i, 1938) 
Irene 

Security State am Irene Office of 

Wakonda oe 

(A. E. Diefendorf, ‘Manager. 


“Opened 
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April 29, 

Sturgis 
Commercial National Bank 
(Absorbed by First National Bank of 
the Black Hills, Rapid City, Rapid 
City, May 1, 1939 which bank now 
operates an office at Sturgis) 


Sturgis 
First National Bank of the Black 
Hills, Rapid City, Sturgis Office of 
Rapid City 78-80 
(G. A. McGarraugh, Vice President 
and Manager. Succeeded Commercial 


National Bank, May 1, 1939) 


1939) 


TENNESSEE 
Coal Creek 


First National Bank 
(Name of town changed to Lake City) 

Greenback 

*Merchants & Farmers Bank, 
Lenoir City 
(Discontinued July 10, 

Henning 

Ripley Savings Bank & Trust Com- 
pany, Henning Branch of Ripley. 87-783 
(Head Office and branch closed April 
27, 1939) 

Lake City 

First National Bank 
(Formerly First National Bank, Coal 
Creek. Name of town changed from 
Coal Creek to Lake City) 

Ripley 

*Bank of Ripley 
(Capital $60,000, 
$15,000. W. W. 
G. Warmath, 
1939) 

Ripley 
Ripley Savings 


(Closed 
1939) 


Branch of 


1939) 


7-800 
Surplus and Profits 
Craig, President, Earle 
Cashier. Opened July 14, 


& Trust Company 
87-172 


for reorganization April 28, 


TEXAS 
Canadian 


Southwest National Bank 88-1957 
(Voluntarily liquidated April 21, 1939. 
— with First National Bank) 
co 
Chico State Bank. 
(Sold to First National Bank, Bridge- 
port, March 18, 1939) 
Colorado City 
City National Bank 
(Name of town changed from Colorado 
to Colorado City) 
Halisville 
Halisville State Bank.... 
(Purchased by _ First 
February 11, 1939) 
Jewett 
Jewett State Bank 88-1115 
(Deposit liability assumed by State 
Bank of Jewett, March 20, 1939) 
Jewett 
State Bank of Jewett 
(Capital, $25,000, Surplus $5,000. 
Wiley, President, R. B. Adams, Cash- 
ier. Chartered March 16, 1939. Assumed 
deposit liability of Jewett State Bank, 
March 20, 1939 
Leary 
Guaranty State Bank..........88-1867 
(Absorbed by Guaranty Bond State 
> _— Redwater, March 23, 1939) 
o 
ey State Bank 
(Voluntarily liquidated May 6, 
Taken over by First 
Rotan) 
Tatum 
Tatum State Bank - 
(Placed in hands of Banking Commis- 
sioner for liquidation May 2, 1939) 
Timpson 
Guaranty Bond State Bank 88-531 
(Consolidated with Cotton Belt State 
Bank, February 20, 1939) 


VIRGINIA 


- 88-1882 
Bank, 


State 


1939. 
National Bank, 


Hague 
Farmers Bank of Hague, Branch of 
Bank of Westmoreland, Inc., Colonial 
Beach 68-599 
(Robert M. Jr., Manager. 
Succeeded Farmers Bank of 
Hague, Inc., April 6, 1939) 

Hague 
The Farmers Bank of Hague, Inc. 

68-599 

(Purchased by Bank of Westmoreland, 
Ine., Colonial Beach, April 6, 1939, 
which bank now operates a branch at 
Hague) 

Parksley 
Parksley National Bank... - 
(Closed for liquidation May 17, 1939) 


WASHINGTON 
Bellingham 
First National Bank 98-9 
(Purchased by Seattle-First National 
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Bank, Seattle, May 1, 1989, which bank 
now operates a branch at Bellingham) 
Bellingham 
The National Bank of Commerce of 
Seattle, Branch of Seattle.......98-12 
(Authorized February 28, 1939. Suc- 
ceeded Northwestern National Bank) 
Bellingham 
Northwestern National Bank - 
(Taken over by The National Bank of 
Commerce of Seattle, Seattle, Feb- 
ruary 28, 1939, which bank now 


operates a branch at Bellingham) 


Bank, Belling- 
98-9 


Bellingham 
Seattle-First National 
ham Branch of Seattle 
(A. M. Muir, Vice President 
Manager. Succeeded First National 
Bank, May 1, 1939) 

Cle Elum 
*First National Bank 
(Acquired by Seattle-First National 
Bank, Seattle, July 19, 1939 and oper- 
ated as Cle Elum Branch) 

Cle Elum 
*Seattle-First National Bank, Cle Elum 
Branch of Seattle............0. 98-368 
H. CC. Trueblood, Mer. Succeeded 
First National Bank, July 19, 1939) 


WEST VIRGINIA 
Belington 


Belington Bank................69-437 
(Capital $25,000, Surplus $5,000. D. M. 
Gainer, President, W. H. Coontz, 
Cashier. Chartered March 13, 1939. To 
open about May 1, 1939) 
Kimball 
*Kimball National Bank 
(Purchased by First National 
Bluefield, July 14, 1939) 
Point Pleasant 
Point Pleasant National Bank.. 
(Closed March 7, 1939) 
Wheeling 
Citizens Mutual Trust Company. .69-8 
(Absorbed by Wheeling Dollar Sav- 
ings & Trust Company, May 1, 1939) 


WISCONSIN 
Abrams 


Gillett State Bank, Paying and Re- 
ceiving Station of Gillett 
(W. F. John, Manager. Opened May 15, 
1939) 

Caroline 
Citizens State Bank, Caroline Paying 
and Receiving Station of Wittenberg. 


sank, 


- 69-160 


(Approved May 18, 1939. Milan Sousek, 
Manager) 
Catawba 
State Bank of Phillips, Catawba Pay- 
ing and Receiving Station of Phillips.. 
(Charles Mencel, Jr., Manager. Opened 
June 19, 1939. Deposits transferred 
from Kennan Station) 
Eden 
Eden State Bank.............-.%9-6512 
(Absorbed by First State Bank, Camp- 
bellsport, March 20, 1939, which bank 
now operates a Paying and Receiving 
Station at Eden) 
Eden 
First State Bank, Paying and Receiv- 
ing Station of Campbelisport......... 
(H. EB. Woit, Manager, Succeeded Eden 
State Bank, March 20, 1939) 
Forestville 
Community State Bank, Forestville Of- 
fice, Paying and Receiving Station of 
Algoma 
(L. a Gerondale, Manager. Opened May 
1, 1939) 
Forestville 
State Bank of Forestville..... 
(Closed March 8, 1939) 
Hartland 
Bank of Hartland 
(Closed May 29, 1939) 
Kennan 
State Bank of Phillips, Paying and 
Receiving Station of Phillips 
(Discontinued June 17, 1939. Business 
transferred to Catawba Station) 
Wauzeka 
Bank of Wauzeka..............79-713 
(Taken over by Peoples State Bank, 
Prairie du Chien, March 4, 1939, which 
bank now operates a Paying and Re- 
ceiving Station at Wauzeka) 
Wauzeka 
Peoples State Bank, Paying and Re- 
ceiving Station of Prairie du Chien.... 
(Approved March 6, 1939) 


- 79-527 


New Banks Reported In 


Process Of Organization 
tIndicates Press Report 


FLORIDA 
Port St. Joe 
tFlorida Bank at Port St. Joe. 


GEORGIA 
Claxton 
*Tippins Banking Company. 
(Robert R. Tippins, correspondent) 


ILLINOIS 
Henry 


The National Bank of Henry. 
(M. H. McKee, correspondent) 


KENTUCKY 
Clay 


*Farmers Bank of Clay. 
(Cc. E. Hearin, correspondent) 


MISSOURI 
Bloomfield 
*Bank of Bloomfield. 
(Reported July 31, 1939) 


NEW YORK 
New York (Borough of Bronx) 
*The National City Bank of New York 
1490-1498 Metropolitan Ave., Branch 9 
Manhattan. 
(Authorized July 14, 1939) 
NORTH CAROLINA 
Valdese 
+The Northwestern 
North Wilkesboro. 


SOUTH CAROLINA 


Bank, Office 9 


Bamberg 
The Bamberg County Bank. 
(To open August 1, 1939) 
Williamson 
Bank of Williamson. 


TENNESSEE 
Cowan 
+Bank of Cowan, Branch of Wincheste 
Elizabethton 
Carter County Bank. 
(George Dugger, correspondent) 


TEXAS 
Highland Park (Dallas P. O.) 
+*Highland Park State Bank. 
(Capital $50,000, Surplus and 
vided Profits $15,000. E. P. 
and C. L. Dowlin, 


Und 
German 
correspondents) 


WASHINGTON 
Spokane 
tSpokane Mutual Savings Bank. 
(F. M. Shields, correspondent) 


WEST VIRGINIA 


Huntington 

**Guaranty Bank & Trust Company. 

(Capital $150,000, Surplus $50,000. 
Grant Beckett, correspondent. Expe 
to open about October 1, 1939. W 
absorb assets of the Industtrial Say 


ings & Loan Co.) 


FDIC Changes 


Since First 1939 Rand MSNally 
Bankers Directory 


ALABAMA 
Albertville—State National Bank of D 
eatur, Branch of Decatur Aé 
Albertville — Tennessee oe 
Branch of Decatur Del 
Athens—State National Bank of DS 
tur, Branch of Decatur 
Athens—Tennessee Valley Bank, irae 
of Decatur Delet 
Collinsville—State National Bank of D 
eatur, Branch of Decatur Aé 
Collinsville—Tennessee — Ban 
Branch of Decatur Del 
Courtland—State National “Bank of D 
eatur, Branch of Decatur Ae 
Courtland — Tennessee 
Branch of Decatur e 
Cullman—State National Bank of et c 
tur, Branch of Decatur 
Cullman—Tennessee Valley Bank, Bram 
of Decatur Del 
Decatur—State National Bank of Dee 


Valley 


Decatur—Tennessee Valley Bank. . Del 
Falkville—State National Bank of 
ecatur, Branch of Decatur P 
Falkville — Tennessee Valley 
Branch of Decatur 
Florence—State National Bank of 
ecatur, Branch of Decatur 
Florence—Tennessee Valley Bank, Bra 
of Decatur Del 
Haleyville—State National Bank of DP 
catur, Branch of Decatur 
Haleyville — Tennessee 
Branch of Decatur 
Huntsville—State National Bank of 2 
eatur, Branch of Decatur 
Huntsville— Tennessee Valley 
Branch of Decatur 
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Leighton—State National Bank of De- 
eatur, Branch of Decatur........ 
Leighton—Tennessee Valley Bank, Branch 












lent) a POD ccavieese soveseneats Delete 
Russellville— Tennessee Valley Bank, 
Memem GE DGGRERE. 6c ciciccesce Delete 





Scottsboro—State National Bank of De- 










catur, Branch of Decatur......... Add 
Scottsboro — Tennessee Valley Bank, 
Bramen Gf DOOGEEP. cccccccsccis Delete 






Sheffield—State National Bank of Deca- 
tur, Branch of Decatur........... Add 
Sheffield—Tennessee Valley Bank, Branch 





















Oe. SEU oecwrenasnncsen - Delete 

Tuscumbia—State National Bank of 

Decatur, Branch of Decatur...... Add 

Tuscumbia — Tennessee Valley Bank, 

Branch Of DGCRtUP. .. ci cccccces Delete 

ARKANSAS 

Atkins—Merchants & Farmers Bank 

— <r ee trie err rere ere Delete 

, Mansfield—Bank of Mansfield....... Add 
« s 0 






Mansfield—The National Bank of Mans- 








Me s&cesay TTT TTT Teer ere ee Delete 
CALIFORNIA 

Colton—The Citizens National Bank 

Mice GL, boeccccenscccccscsesccecocecsss Delete 





Colton—The Citizens National Trust and 
Savings Bank, eine of Riverside 
















































































ends 640 06666-0000008'50554444% 0006 cE 
COLORADO 
Cortez—The Citizens State Bank....Add 
DELAWARE 
Milton—First National Bank of Milton 
beesée Cacune saeeeatsewkssaanian Delete 
chester 
FLORIDA 
Brooksville—The First National Bank in 
nt) POUNCE: ccs Géasddckedséne ..-Delete 
Sanford—Florida State 3ank of San- 
ME. <p wate CRE aRAaw e cieed bwaie Ge Seiad Add 
: \ GEORGIA 
ad Und Tipton—The Farmers Bank..........Add 
German Vidalia—Brice Banking Co. .. Add 
nts) Woodstock—-Bank of Woodstock. Add 
IDAHO 
nk. Parma—The First National Bank of 
) a Ree Delete 
Parma—The Idaho First National Bank 
of Boise, Parma Branch.......... Add 
mpany. ILLINOIS 
“_ Brussels—Bank of Brussels...... Delete 
39. Wi Columbia—Monroe County Savings Bank 
rial Sat SEONG COMDGRT. 6 cc cccdccace Delete 
= Columbia—Monroe National Bank of 
DOE. ptctncectiaedenenceak eas Add 
Elmhurst—Elmhurst State Bank. Delete 
Elmhurst—Elmhurst National Bank.Add 
Fairbury—First National Bank in Fair- 
DT Ctpccka whens Gude dacnnwedomnion Add 
Fairbury—Fairbury ‘State Bank...Delete 
Fox Lake—Fox Lake State Bank. Delete 
Macomb—Citizens National Bank of 
OR Pe ere Add 
Macomb—Citizens State Bank of Macomb 
k of DAM Pavers Goede’ Weenne’ wena eG Delete 
ik oO Payson—State ar Bank of Payson 
Sopot ccccccccccece Delete 
y Da Rinard—Rinard — * Banking Company 
4 REDS S (5s Ain a.ors as wanes ea'es Haus cae Delete 
of Ded 
"Brand INDIANA 
_...Delef Brookville—The National Brookville 
nk of D SG hiss oa dunn s cade Kae ..+.-Delete 
ee ® Fulton—Farmers & Merchants Bank of 
y Bat Rochester, Fulton Branch......... Add 
-...Dele™ Fulton—The Fulton State Bank. .Delete 
1k of DM La Fayette—The First-Merchants Na- 
=e d tional Bank of Lafayette......Delete 
y Ba La Fayette—First Merchants National 
....Deld Bank and Trust Co. of Lafayette. Add 
of Ded 
.° na 10WA 
1k, Brae Badger—Humboldt Trust & Savings 
of Dee Bank, Branch of Humboldt....Delete 
Des Moines—University State peank 
3 °° NED 0.0.6 6 0 0000 60000:00960¢680 00 elete 
. Dow—Ute State Bank, Office of Ute.. 
Sinens eeeceeeees.Delete 
ee Kensett—Farmers Savings Bank, Office 
Del a NS Sear Delete 
ic of B Kensett—Manly State Bank, Office of 
EE ci oc wks a.s cae eR Sam eas aeons Add 
i. Bras Plymouth—Farmers Savings Bank. Delete 
Del ee aealy State Bank, Gules of 
case EE PS A a ae de 
nk of 2 or—Humboldt Trust & Savings Bank, 
oy Bal Branch of Humboldt............ Add 
eked Del 
‘nk of D KENTUCKY 
state Gaia Brodhead—Citizens Bank...........Add 


st Bernstadt—The First National Bank 
of East Bernstadt Delete 
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Erlanger—The Community Bank.. 
Flemingsburg—Farmers Deposit 
OC Penrose, POMS & Ch. cc cccccsese 
London—Second National 
GO). tthee ti ededaeuteeceacenes 
Frankfort—Peoples State Bank. 
Hardinsburg—Citizens Security 


.Add 
Bank 
Add 
Bank oe Lon- 

Add 
"Delete 

Bank 
Delete 

Bank 
et tinddatasees G40 cates acinenake Add 
Munfordville—The National Bank of 

Mundfordville .................-Delete 
Rocky Hill—The Bank of Rocky Hill 
..- Delete 


OPP ee ee ee 


>. 
MARYLAND 
Lonaconing—Allegany Savings 


Bank 


Delete 
Lonaconing—The Liberty Trust Com- 


pany, Branch of Cumberland...... Add 
MICHIGAN 
Clare—Citizens State Bank of Clare. Add 
Port Huron—The First National Bank of 
Port Huron, Head Office and 3 a 
Port Huron—The First National Trust 
& Savings Bank of Port Huron, Head 
Office and 3 branches........... "Delete 
Reading—The Branch County Savings 
Bank, Reading Office of Coldwater. Add 


MINNESOTA 
Kerhoven—Security State Bank of Ker- 
WOVE denccncdabnendnssenaseecee Delete 
Mora—State Bank of Mora....... Delete 
MISSOURI 


Dora—Bank of Dora..............Delete 
aeennieendllbpeenenrarey Exchange Bank 
..- Delete 


MISSISSIPPI 
Waynesboro—First National 
WON. coesvcaasexeueal 
Waynesboro—First State Bank 


Bank in 
...-Delete 
Add 


MONTANA 
Glendive—Glendive State Bank..Delete 

NEBRASKA 
Bertrand—Bank of Bertrand........ 
Cushing—Cushing State Bank....Delete 
Norman—The Norman Exchange Bank 


PCE TT COT ee eT ere Delete 
Springview—Stockmans Bank....Delete 
NEVADA 
Elko—Nevada Bank of Commerce....Add 


NEW JERSEY 
Gloucester City—Gloucester City Trust 
Company Delete 
— (P. O. RESEyEtnEE EE Trust 


ry ye ee ay .- Delete 
~*~ Trust Co. of New 
PE dvatea dese tena étednamedes Delete 
Jersey. ‘Citywest Bergen Trust Com- 
Ce bendeéencashedschecetées Delete 
Paterson——Patersou Savings” apeuue «| 
Plainfield—The First National Bank of 
PUBOEE cececcccucescenecseace Delete 
Rahway—Rahway Trust Co....... Delete 
Union City—Commonwealth Trust Com- 
OED conc ccandcusecédceuseteens Delete 
Union City — Commonwealth-Merchants 
Trust Company (head office and 2 
| ee ore errr Add 


Union City—Merchants Trust Company 


(head office and branch)....... Delete 
NEW YORK 
Eden—Bank of Eden........... ..- Delete 
Eden—Bank of Gowanda, Branch of 
GOWOMGR sccteccccevaccacces * dd 
Mt. 


Kisco—Insurance Loan Trust & 
Kisco—Trust Company of Northern 
gD OC a Se Delete 
New York—East River ee Bank & 
Branches ........ ccccceccccccdee 
Watkins Glen—Eimira * Bank & Trust 
Company, Office of Elmira........ d 
Watkins Glen—Watkins State 


NORTH CAROLINA 
Bailey—The Lucama-Kenly — aa 


CE EMORMIB s a ccecccccsvce eeseeeade 
Clayton—Bank “of Clayton. iegue cae Delete 
Clayton—First-Citizens Bank & Trust 

Company, Branch of Smithfield...Add 
Hillsboro—Farmers and Merchants 

CS PTT ere ee Delete 
Lumberton—The ee Bank (Head 

GEPGRE sccsscucnanss bédnecadteeaune 
Pembroke—The Bank of Pembroke 

eeadas . Delete 


Pembroke—The “Scottish Bank, "Branch 
of Lumberton dd 


seen eeeee 


Red Springs—Bank of Red §S rings 
onbeneceeeedageeerareusacus elete 
Red Springs—The Scottish Bank, Branch 
of Lumberton ...... Cevececsoeesed Ada 


NORTH DAKOTA 


Bremen—State Bank of Bremen..Delete 
Northgate—The First 


State Bank of 

FOO cn dascdudethieaensanan Delete 
Reynolds—First State Bank of Buxton, 
Paying and teceiving Station of 
NOON. oo as J ewsedd dma agt ccedenl Add 

OHIO 

Delaware—The Delaware County Na- 
tional Bank of Delaware........ Delete 
Mount Vernon—The First-Knox National 
Bank of Mt. Vernen.............-Ade 


Mount Vernon—The First National Bank 


Of Mount Vermo®....ccccseseses Delete 
Mount Vernon—Knox National Bank in 
Be. ‘VOR pec ccccactuetseseancs Delete 
Tipp City—The Tipp-Citizens National 
Bank of Tippecanoe City........ Delete 
Tipp City—The Tipp-Citizens National 
Bank of Tipp City... cccccecsccce Add 
OKLAHOMA 
Amorita—Bank of Amorita..... » -Delete. 
Chickasha—The Citizens Farmers Na- 
tional Bank .. riveree 


Chickasha—The First National Bank in 
Chickasha d 


OREGON 
Athena—The First eee Bank of 
AQRORR ccoccecedcccecscoesese ...-Delete 
Athena—The United’ States “National 


Bank of Portland, Athena Branch. Add 


PENNSYLVANIA 


Duquesne—Duquesne City Bank....Add 
Duquesne—The rt ee _—— Com- 
pany -Delete 


Rossiter—Rossiter State Bank.... 
Salisbury—The First National Bank of 
BOIMBEEH ccccccccvcessscceesees *, Delete 
SOUTH DAKOTA 
Irene—The Security State Bank, Branch 
GE WOMORGR  .cccccccccicccczceoes Add 
Sturgis—The Commercial National Bank 
OF SOUTH cccccccccesececes --.-Delete 
Sturgis—First National Bank of The 
Black Hills, Rapid City, Branch of 
Rapid Clty .ccccccccsccsccccossces dd 
Wessington Springs—Farmers 
chants Bank .cccceccccccccesccccc cm 


TENNESSEE : 

Coal Creek—First National Bank of Coal 
Creek Delete 
Henning—Ripley lee Bank & Trust 
Co., Branch of Ripley.......... Delete 
Lake City—The First Nationai Bank of 
CoG) CeO icccidcccdigpecccadeuees Add 
Ripley—Ripley Savings Bank & Trust 
Company Delete 


TEXAS 
Canadian—The Southwest National Bank 
OF COmOGORR ocicccecccdcececonds Delete 
Hallsville—Hallisville State Bank. Delete 
Jewett—The Jewett State Bank..Delete 


Jewett—State Bank of Jewett....... Add 
Leary—Guaranty State Bank..... Delete 
Roby—Roby State Bank.......... Delete 
Tatum—Tatum State Bank........ Delete 


Timpson—Cotton Belt State Bank..Add 
Timpson—Guaranty Bond State ybank 
6bdasdatecdecdvsetacees elete 


VIRGINIA 
Hague—Farmers Bank of Hague, Branch 
of Bank of Westmoreland, Inc., Colon- 
rere eee .Add 
Hague—The Farmers Bank of Hague 
caedseseasuceecdatenkieqanaauees Delete 
Parksley—The Parksley National Bank 
bi aale mi diab aru 6 a @,d-mapeldnace ee eimemune tee Delete 
WASHINGTON 
Bellingham—The First National Bank 
of Bellingham..................Delete 
Bellingham—The National Bank of Com- 
merce of Seattle, Bellingham Branch 
OE Beams... cc cccccccoccsasocecees Ad 
Bellingham—The Northwestern National 
Bank of Bellingham......... Delete 
Bellingham—Seattle-First National Bank, 


Branch of Seattle............se06. Add 
WEST VIRGINIA 
Belington—Belington Bank.......... Add 


Point Pleasant—The Point Pleasant Na- 
tlomad BAR. oc cccccesecscecescs Delete 

Wheeling—Citizens Mutual Trust Com- 
BORG cccscccccecccstscvcesssecs Delete 

WISCONSIN 


Eden—Eden State Bank Delete 


575 
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Eden—The First State Bank Receiving 
and Paying Station of emmenmeeey > > 
ac 
Forestville—Community 
Branch of Algoma 
Forestville—State Bank of Forestville 


Wauzeka—Lank of Wauzeka 

Wauzeka—Peoples State Bank, Wauzek> 
Paying and _ receiving Station of 
Prairie du Chien) Add 
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(Continued from Page 569) 


Los Angeles Trust Meet 
To Precede A. B. A. 


Plans are actively under way for 
the 17th Regional Trust Conference 
of the Pacific Coast and Rocky 
Mountain States, which will be held 
in Los Angeles, Tuesday and Wed- 
nesday, September 19 and 20, 1939, 
under the auspices of the Trust 
Division, American Bankers Asso- 
ciation. Samuel C. Waugh,, presi- 
dent of the A. B. A. Trust Division 
and executive vice president and 
trust officer, The First Trust Com- 
pany, Lincoln, Nebraska, expects it 
to be one of the most interesting 
meetings of several years. 

The dates of this conference are 
a few days before the annual A.B.A. 
convention in Seattle, Washington, 
on September 25 to 28, and will en- 
able trust men from other sections 
to attend the Los Angeles meeting 
enroute to Seattle. The Southern 
California Trust Officers Associa- 
tion will act as hosts to this con- 
ference. L. H. Roseberry, vice presi- 
dent of the Security-First National 
Bank of Los Angeles, who is a mem- 
ber of the Trust Division Executive 
Committee, is general chairman of 
the conference. 


Decker Addresses 
Knoxville Convention 


O. P. Decker, vice president of the 
American National Bank and Trust 
Company of Chicago, led the dis- 
cussion on the subject of “Invest- 
ment Policies’ at the Tennessee 
Bankers Conference, held in Knox- 
ville, August 14 and 15 under the 
auspices of the Tennessee Bankers 
Association. Mr. Decker also ad- 
dressed the several hundred bank 
officials who attended the confer- 
ence on the subject: “Government 
Securities.” 

Mr. Decker is on the investment 
faculty of the Graduate Schcol of 
Banking at Rutgers University, and 
has also given courses at North- 


western University and Chicago 
Chapter of the American Institute 
of Banking. 


Shelton, 20 Years With 
Security First 


James E. Shelton, vice president 
and director of the Security First 
National Bank of Los Angeles, 
Calif., celebrated on the first day of 
August the completion of 20 years 
of service with that organization. 


Following many years on the legal 
staff of the Title Insurance and 
Trust Co., Mr. Shelton jo'ned the 
Security Trust and Savings Bank 
in 1919, as head of the legal depart- 
ment. Since 1934, he has _ been 


chairman of the executive com- 
mittee. 


Tenney Director, Marine Midland 


It has recently been announced 
that Harral S. Tenney, executive 
vice president of the Marine Mii- 
land Trust Co. of New York, has 
also been elected to the board of 
directors of that institution. 

Mr. Tenney joined the bank in 
1930, when it became affiliated with 
the Marine Midland Corp. Prior to 
that time, he had been, for many 
years, a vice president of the New 
York Trust Co. 

He is also a director of a number 
of insurance companies, and manu- 
facturing corporations. ‘ 


105 Banks Advertise For 
Automobile Loans 


Newspaper display advertising, 
commercial statement enclosures, 
direct mail, window or lobby post- 
ers, radio and newspaper classified) 
advertising, in the order named, 
are the principal media used by 105) 
American banks to promote auto- 
mobile financing business, that i 
the discounting of dealer’s notes. 

This is the result of a survey by 
the Financial Advertisers Associa 
tion covering certain phases of ad 
vertising and promotion used b 
banks to develop automobile finance 
ing business. Banks in various 
sized cities were included in t 
survey. Most of the banks replyin 
have been offering automobill 
financing for five years or less; ap 
proximately half of them for les 
than three years. 
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